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What’s New

Filing requirements. The amount of gross in-
come that many dependents with earned in-
come (wages, tips, etc.) can have during the
year without having to file a return has in-
creased. See Filing Requirements in Part 1.

Standard deduction. The standard deduction
for many dependents with earned income
(wages, tips, etc.) has increased. See Standard
Deduction in Part 1.

Alternative minimum tax. The limit on the
exemption amount for figuring the alternative
minimum tax of a child filing Form 8615 has
increased to the child’s earned income plus
$5,750 (previously $5,600). See Alternative
Minimum Tax in Part 2.

Investment income of child under age 14.
The amount of taxable investment income a
child under age 14 can have without it being
subject to tax at the parent’s rate has increased
to $1,600 (previously $1,500).

Reminders

Social security number (SSN). Dependents
who are required to file a tax return must have
an SSN. To apply for an SSN, file Form SS-5
with the Social Security Administration. It usually
takes about 2 weeks to get an SSN.

Individual taxpayer identification number
(ITIN). The IRS will issue an ITIN to a nonresi-
dent or resident alien who does not have and is



Table 1. 2004 Filing Requirements for Dependents

must file a return.

"o

See the definitions of “dependent,
Glossary.

If your parent (or someone else) can claim you as a dependent, use this table to see if you

earned income,” and“ unearned income” in the

* Your unearned income was over $800.
* Your earned income was over $4,850.

* $800, or

* Your gross income was more than—
The larger of:
* $800, or

Single dependents —Were you either age 65 or older or blind?

(] No. You must file a return if any of the following apply.

* Your gross income was more than the larger of:

* Your earned income (up to $4,600) plus $250.

(] vYes. You must file a return if any of the following apply.

* Your unearned income was over $2,000 ($3,200 if 65 or over and blind),
* Your earned income was over $6,050 ($7,250 if 65 or older and blind),

* Your earned income (up to $4,600) plus $250

This amount:

$1,200 ($2,400 if 65

PLUS or older and blind)

itemizes deductions.
* Your unearned income was over $800.
* Your earned income was over $4,850.

¢ $800, or

itemizes deductions.

* Your gross income was more than—
The larger of:
* $800, or

Married dependents —Were you either age 65 or older or blind?

(] No. You must file a return if any of the following apply.
* Your gross income was at least $5 and your spouse files a separate return and

* Your gross income was more than the larger of:

* Your earned income (up to $4,600) plus $250.

(] vYes. You must file a return if any of the following apply.
* Your gross income was at least $5 and your spouse files a separate return and

* Your unearned income was over $1,750 ($2,700 if 65 or over and blind),
* Your earned income was over $5,800 ($6,750 if 65 or older and blind),

* Your earned income (up to $4,600) plus $250

This amount:

$950 ($1,900 if 65

PLUS or older and blind)

not eligible to get an SSN. To apply for an ITIN,
file Form W-7, Application for IRS Individual
Taxpayer ldentification Number, with the IRS. It
usually takes about 4 to 6 weeks to get an ITIN.
The ITIN is entered wherever an SSN is re-
quested on a tax return. If you are a nonresident
alien applying for an ITIN to file a tax return, you
generally now must attach your original, com-
pleted return to Form W-7 to get an ITIN. If you
are required to include another person’s SSN on
your return and that person does not have and
cannot get an SSN, enter that person’s ITIN.

An ITIN is for tax use only. It does not entitle
you to social security benefits or change your
employment or immigration status under U.S.
law.

Photographs of missing children. The Inter-
nal Revenue Service is a proud partner with the
National Center for Missing and Exploited Chil-
dren. Photographs of missing children selected
by the Center may appear in this publication on
pages that would otherwise be blank. You can
help bring these children home by looking at the
photographs and calling 1-800-THE-LOST
(1-800-843-5678) if you recognize a child.

Page 2

Introduction

Part 1 of this publication explains the filing re-
quirements and other tax information for individ-
uals who can be claimed as a dependent on
another person’s tax return.

Part 2 explains how to report and figure the
tax on certain investment income of children
under age 14 (whether or not they can be
claimed as dependents).

Definitions. Many of the terms used in this
publication, such as “dependent,” “earned in-
come,” and “unearned income,” are defined in
the Glossary at the back of this publication.

Comments and suggestions. We welcome
your comments about this publication and your
suggestions for future editions.

You can write to us at the following address:

Internal Revenue Service

Individual Forms and Publications Branch
SE:W:CAR:MP:T:I

1111 Constitution Ave. NW, IR-6406
Washington, DC 20224

We respond to many letters by telephone.
Therefore, it would be helpful if you would in-
clude your daytime phone number, including the
area code, in your correspondence.

You can email us at *taxforms@irs.gov. (The
asterisk must be included in the address.)
Please put “Publications Comment” on the sub-
ject line. Although we cannot respond individu-
ally to each email, we do appreciate your
feedback and will consider your comments as
we revise our tax products.

Tax questions. If you have a tax question,
visit www.irs.gov or call 1-800-829-1040. We
cannot answer tax questions at either of the
addresses listed above.

Ordering forms and publications. Visit
www.irs.gov/formspubs to download forms and
publications, call 1-800-829-3676, or write to
one of the three addresses shown under How To
Get Tax Help in the back of this publication.

Useful Items
You may want to see:

Publication

0 501 Exemptions, Standard Deduction,
and Filing Information

Form (and Instructions)

0 W-4 Employee’s Withholding Allowance
Certificate

0 8615 Tax for Children Under Age 14 With
Investment Income of More Than
$1,600

[0 8814 Parents’ Election To Report Child’s
Interest and Dividends

See How To Get Tax Help near the end of
this publication for information about getting
these publications and forms.

Part 1. Rules for
All Dependents

Terms you may need to know
(see Glossary):

Dependent

Earned income
Exemption

Gross income
Itemized deductions
Standard deduction

Unearned income

This part of the publication discusses the filing
requirements for dependents, who is responsi-
ble for a child’s return, how to figure a
dependent’s standard deduction and exemption
(if any), and whether a dependent can claim
exemption from federal income tax withholding.



Filing Requirements

Whether a dependent has to file a return gener-
ally depends on the amount of the dependent’s
earned and unearned income and whether the
dependent is married, is age 65 or older, or is

blind.
even if his or her income is below the

amount that would normally require a

return. See Other Filing Requirements, later.

The following sections apply to dependents
with:

A dependent may have to file a return

e Earned income only,
* Unearned income only, and
¢ Both earned and unearned income.

To find out whether a dependent must file, read
the section that applies, or use Table 1 on the
previous page.

Earned Income Only

A dependent must file a return if all his or her
income is earned income, and the total is more
than the amount listed in the following table.

Marital Status Amount
Single
Under 65 and not blind . ....... $4,850
Either 65 or older or blind . . . . . .. $6,050
65orolderandblind . ......... $7,250
Married*
Under 65 and not blind . ....... $4,850
Either 65 or older or blind . . . . . .. $5,800

65o0rolderandblind . ......... $6,750

*If a dependent’s spouse itemizes deductions on a
separate return, the dependent must file a return if
the dependent has $5 or more of gross income
(earned and/or unearned).

Example. William is 16. His mother claims
an exemption for him on her income tax return.
He worked part time on weekends during the
school year and full time during the summer. He
earned $5,600 in wages. He did not have any
unearned income.

He must file a tax return because he has
earned income only and his total income is more
than $4,850. If he were blind, he would not have
to file a return because his total income is not
more than $6,050.

Unearned Income Only

A dependent must file a return if all his or her
income is unearned income, and the total is
more than the amount listed in the following
table.

Marital Status Amount
Single
Under 65 and not blind . ....... $ 800
Either 65 or older or blind . . . . . .. $2,000

65o0rolderandblind . ......... $3,200
Married*

Under 65 and not blind

Either 65 or older or blind . . . .. ..

65orolderandblind . ......... $2,700

*If a dependent’s spouse itemizes deductions on a
separate return, the dependent must file a return if
the dependent has $5 or more of gross income
(earned and/or unearned).

Example. Sarah is 18 and single. Her par-
ents can claim an exemption for her on their
income tax return. She received $850 of taxable
interest and dividend income. She did not work
during the year.

She must file a tax return because she has
unearned income only and her total income is
more than $800. If she were blind, she would not
have to file a return because she has unearned
income only and her total income is not more
than $2,000.

Election to report child’s unearned income
on parent’s return. A parent of a child under
age 14 may be able to elect to include the child’s
interest and dividend income on the parent's
return. See Parent’s Election To Report Child’s
Interest and Dividends in Part 2. If the parent
makes this election, the child does not have to
file a return.

Earned and

Unearned Income
A dependent who has both earned and
unearned income generally must file a

w return if the total income is more than

line 5 of the following worksheet.

Filing Requirement Worksheet
for Most Dependents

1. Enter dependent’s earned
income plus $250

2. Minimumamount . . .. ....... $ 800
3. Compare lines 1 and 2. Enter

the larger amount . .. .......
4. Maximum amount . .. ....... 4,850

5. Compare lines 3 and 4. Enter
the smaller amount . . .......

6. Enter the dependent’s gross
(total) income. If line 6 is more
than line 5, the dependent must
file an income tax return. If the
dependent is married and his or
her spouse itemizes deductions
on a separate return, the
dependent must file an income
tax return if line 6 is $5 or more.

Example 1. Joe is 20, single, not blind, and
a full-time college student. His parents provide
most of his support and claim an exemption for
him on their income tax return. He received $200
taxable interest income and earned $2,750 from
a part-time job.

He does not have to file a tax return because
his total income of $2,950 ($200 interest plus
$2,750 in wages) is not more than $3,000, the
amount on line 5 of his filled-in Filing Require-
ment Worksheet for Most Dependents (shown
next).

Filing Requirement Worksheet
for Most Dependents

[y

. Enter dependent’s earned

income plus $250

2. Minimumamount. . . ........
3. Compare lines 1 and 2. Enter

the largeramount . ... ......

4. Maximum amount

5. Compare lines 3 and 4. Enter
the smaller amount . . .. ... ..

6. Enter the dependent’s gross
(total) income. If line 6 is more
than line 5, the dependent must
file an income tax return. If the
dependent is married and his or
her spouse itemizes deductions
on a separate return, the
dependent must file an income

tax return if line 6 is $5 or more. $ 2,950

Example 2. The facts are the same as in
Example 1 except that Joe had $600 taxable
interest income.

He must file a tax return because his total
income of $3,350 ($600 interest plus $2,750
wages) is more than $3,000, the amount on line
5 of his filled-in worksheet (shown next).

Filing Requirement Worksheet
for Most Dependents

1. Enter dependent’s earned
income plus $250
2. Minimumamount . . . ........
3. Compare lines 1 and 2. Enter
the largeramount . .. ... .. .. 3,000
4. Maximum amount

5. Compare lines 3 and 4. Enter
the smaller amount . . .. ... ..

6. Enter the dependent’s gross
(total) income. If line 6 is more
than line 5, the dependent must
file an income tax return. If the
dependent is married and his or
her spouse itemizes deductions
on a separate return, the
dependent must file an income

$ 3,350

tax return if line 6 is $5 or more.
Age 65 or older or blind. A depen-

dent who is age 65 or older or blind

must file a return if his or her gross

(total) income is more than line 7 of the following
worksheet.
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Filing Requirement Worksheet
for Dependents
Who Are Age 65 or Older or Blind

1. Enter dependent’s earned

income plus $250. . . ... ... ...
2. Minimumamount . . . .........
3. Compare lines 1 and 2. Enter

the larger amount
4. Maximum amount
5. Compare lines 3 and 4. Enter

the smaller amount . . ........
6. Enter the amount from the

following table that applies to the

dependent . ...............
Marital Status Amount
Single

Either 65 or older or $1,200

blind

65 or older and blind $2,400
Married

Either 65 or older or $ 950

blind

65 or older and blind $1,900

7. Add lines 5 and 6. Enter the total

8. Enter the dependent’s gross (total)
income. If line 8 is more than line 7,
the dependent must file an income
tax return. If the dependent is
married and his or her spouse
itemizes deductions on a separate
return, the dependent must file an
income tax return if line 8 is $5 or

Example 3. The facts are the same as in
Example 2 except that Joe is also blind. He does
not have to file a return because his total income
of $3,350 is not more than $4,200, the amount
on line 7 of his filled-in Filing Requirement Work-
sheet for Dependents Who Are Age 65 or Older
or Blind (shown next).

Filing Requirement Worksheet
for Dependents
Who Are Age 65 or Older or Blind

1. Enter dependent’s earned

income plus $250. . . ... ... ...
2. Minimumamount . . . .........
3. Compare lines 1 and 2. Enter

the larger amount . .. ........ 3,000
4. Maximum amount
5. Compare lines 3 and 4. Enter

the smalleramount . . ........ 3,000
6. Enter the amount from the

following table that applies to the

dependent ................ 1,200
Marital Status Amount
Single
Either 65 or older or $1,200
blind
65 or older and blind $2,400
Married
Either 65 or older or $ 950
blind
65 or older and blind $1,900
7. Add lines 5 and 6. Enter the total 4,200
8. Enter the dependent’s gross (total)
income. If line 8 is more than line
7, the dependent must file an
income tax return. If the dependent
is married and his or her spouse
itemizes deductions on a separate
return, the dependent must file an
income tax return if line 8 is $5 or
MOrE. . . . oo $3,350

Other Filing Requirements

Some dependents may have to file a tax return
even if their income is below the amount that
would normally require them to file a return.

A dependent must file a tax return if he or she
owes any other taxes, such as:

1. Social security and Medicare taxes on tips
not reported to his or her employer,

2. Uncollected social security and Medicare
or railroad retirement taxes on tips re-
ported to his or her employer or on
group-term life insurance,

3. Alternative minimum tax,

4. Recapture taxes, such as the tax from re-
capture of an education credit, or

5. Tax on a qualified plan, including an indi-
vidual retirement arrangement (IRA), or
other tax-favored account. But if the de-
pendent is filing a return only because of
this tax, the dependent can file Form 5329
by itself.

A dependent must also file a tax return if he
or she:

1. Received any advance earned income
credit payments from his or her employers
in 2004,

2. Had wages of $108.28 or more from a
church or qualified church-controlled or-
ganization that is exempt from employer
social security and Medicare taxes, or

3. Had net earnings from self-employment of
at least $400.

Spouse itemizes. A dependent must file a
return if the dependent’'s spouse itemizes de-
ductions on a separate return and the depen-
dent has $5 or more of gross income (earned
and/or unearned).

Should a Return Be
Filed Even If Not
Required?

Even if a dependent does not meet any of the
filing requirements discussed earlier, he or she
should file a tax return if either of the following
applies.

1. Income tax was withheld from his or her
income.

2. He or she qualifies for the earned income
credit, the additional child tax credit, or the
health coverage tax credit. See the tax re-
turn instructions to find out who qualifies
for these credits.

By filing a return, the dependent can get a re-
fund.

Responsibility for
Child’s Return

Generally, the child is responsible for filing his or
her own tax return and for paying any tax, penal-
ties, or interest on that return. If a child cannot
file his or her own return for any reason, such as
age, the child’s parent or guardian is responsible
for filing a return on his or her behalf.

Signing the child’s return. If the child cannot
sign his or her return, a parent or guardian can
sign the child’s name in the space provided at
the bottom of the tax return. Then, he or she
should add: “By (signature), parent (or guardian)
for minor child.”

Authority of parent or guardian. A parent or
guardian who signs a return on a child’'s behalf
can deal with the IRS on all matters connected
with the return.

In general, a parent or guardian who does
not sign the child’s return can only provide infor-
mation concerning the child’s return and pay the
child’s tax. That parent or guardian is not entitled
to receive information from the IRS or legally
bind the child to a tax liability arising from the
return.

Third party designee. A child’s parent or
guardian who does not sign the child’s return
may be authorized, as a third party designee, to
discuss the processing of the return with the IRS
as well as provide information concerning the
return. The child or the person signing the return
on the child’s behalf must check the “Yes” box in
the “Third Party Designee” area of the return and
name the parent or guardian as the designee.

If designated, a parent or guardian can re-
spond to certain IRS notices and receive infor-
mation about the processing of the return and
the status of a refund or payment. This designa-
tion does not authorize the parent or guardian to
receive any refund check, bind the child to any
tax liability, or otherwise represent the child
before the IRS. See the return instructions for
more information.

Designated as representative. A parent or
guardian who does not sign the child’'s return
may be designated as the child’s representative
by the child or the person signing the return on
the child’s behalf. Form 2848, Power of Attorney
and Declaration of Representative, is used to
designate a child’s representative. See Publica-
tion 947, Practice Before the IRS and Power of
Attorney, for more information.

If designated, a parent or guardian can re-
ceive information about the child’s return but
cannot legally bind the child to a tax liability
unless authorized to do so by the law of the state
in which the child lives.

IRS notice. If you or the child receives a
notice from the IRS concerning the child’s return
or tax liability, you should immediately inform the
IRS that the notice concerns a child. The notice
will show who to contact. The IRS will try to
resolve the matter with the parent(s) or
guardian(s) of the child consistent with their au-
thority.

Child’s earnings. For federal income tax pur-
poses, the income a child receives for his or her
personal services (labor) is the child’s, even if,



Table 2. Standard Deduction Worksheet for Dependents

dependent.

Use this worksheet only if someone can claim you (or your spouse, if filing jointly) as a

a. You

b. Your spouse, if claiming
spouse’s exemption

c. Total boxes checked I:l

If you were 65 or older and/or blind, check the correct number of boxes below. Put the total
number of boxes checked in box ¢ and go to line 1.

Blind [
Blind [

65 or older O

65 or older O

to line 3.

1. Enter your earned income (defined below) plus $250. If none, go on

2. Minimum amount.

2. $800

3. Compare lines 1 and 2. Enter the larger of the two amounts here. 3.

* Single or Married filing separately—$4,850

dependent child—$9,700
¢ Head of household—$7,150

4. Enter on line 4 the amount shown below for your filing status.

* Married filing jointly or qualifying widow(er) with

5. Standard deduction.

go on to line 5b. 5a.

a. Compare lines 3 and 4. Enter the smaller amount here. If under 65 5a.
and not blind, stop here. This is your standard deduction. Otherwise,

b. If 65 or older or blind, multiply $1,200 ($950 if married or qualifying 5b.
widow(er) with dependent child) by the number in box ¢ above. Enter
the result here.

c. Add lines 5a and 5b. This is your standard deduction for 2004. 5c.

scholarship that you must include in income.

Earned income includes wages, salaries, tips, professional fees, and other compensation
received for personal services you performed. It also includes any amount received as a

under state law, the parent is entitled to and
receives that income.

If the child does not pay the tax due on this
income, the parent may be liable for the tax.

Child’s expenses. Deductions for payments
that are made out of a child’s earnings are the
child’s, even if the payments are made by the
parent.

Example. You made payments on your
child’s behalf that are deductible as a business
expense and a charitable contribution. You
made the payments out of your child’s earnings.
These items can be deducted only on the child’s
return.

Standard Deduction

The standard deduction for an individual who
can be claimed as a dependent on another
person’s tax return is generally limited to the
larger of:

1. $800, or

2. The individual's earned income plus $250,
but not more than the regular standard de-
duction (generally $4,850).

However, the standard deduction for a depen-
dent who is age 65 or older or blind is higher.

Certain dependents cannot claim any stan-
dard deduction. See Standard Deduction of
Zero, later.

Table 2. Use Table 2 to figure the dependent’s
standard deduction.

Example 1. Michael is single, age 15, and
not blind. His parents can claim him as a depen-
dent on their tax return. He has taxable interest
income of $800 and wages of $150. He enters
$400 (his earned income plus $250) on line 1 of
Table 2. On line 3, he enters $800, the larger of
$400 or $800. Michael enters $4,850 on line 4.
On line 5a, he enters $800, the smaller of $800
or $4,850. His standard deduction is $800.

Example 2. Judy, a full-time student, is sin-
gle, age 22, and not blind. Her parents can claim
her as a dependent on their tax return. She has
dividend income of $275 and wages of $2,500.
She enters $2,750 (her earned income plus
$250) on line 1 of Table 2. On line 3, she enters
$2,750, the larger of $2,750 or $800. She enters
$4,850 on line 4. On line 5a, she enters $2,750
(the smaller of $2,750 or $4,850) as her stan-
dard deduction.

Example 3. Amy, who is single, is claimed
as a dependent on her parents’ tax return. She is
18 and blind. She has taxable interest income of
$1,000 and wages of $2,000. She enters $2,250
(her earned income plus $250) on line 1 of Table
2. She enters $2,250 (the larger of $2,250 or

$800) on line 3, $4,850 on line 4, and $2,250
(the smaller of $2,250 or $4,850) on line 5a.
Because Amy is blind, she checks the box for
blindness and enters “1” in box c at the top of
Table 2. She enters $1,200 (the number in box ¢
times $1,200) on line 5b. Her standard deduc-
tion on line 5c¢ is $3,450 ($2,250 + $1,200).

Standard Deduction
of Zero

The standard deduction for the following depen-
dents is zero.

1. A married dependent filing a separate re-
turn whose spouse itemizes deductions.

2. A dependent who files a return for a period
of less than 12 months due to a change in
his or her annual accounting period.

3. A nonresident or dual-status alien depen-
dent, unless the dependent is married to a
U.S. citizen or resident at the end of the
year and chooses to be treated as a U.S.
resident for the year. See Publication 519,
U.S. Tax Guide for Aliens, for information
on making this choice.

Example. Jennifer, who is a dependent of
her parents, is entitled to file a joint return with
her husband. However, her husband elects to
file a separate return and itemize his deductions.
Because he itemizes, Jennifer's standard de-
duction on her return is zero. She can, however,
itemize any of her allowable deductions.

Dependent’s
Own Exemption

A person who can be claimed as a dependent on
another taxpayer’s return cannot claim his or her
own exemption. This is true even if the other
taxpayer does not actually claim the exemption.

Example. James and Barbara can claim
their child, Ben, as a dependent on their return.
Ben is a full-time college student who works
during the summer and must file a tax return.
Ben cannot claim his own exemption on his
return. This is true even if James and Barbara do
not claim him as a dependent on their return.

Withholding
From Wages

Employers generally withhold federal income
tax, social security tax, and Medicare tax from
an employee’s wages. If the employee claims
exemption from withholding on Form W-4, the
employer will not withhold federal income tax.
The exemption from withholding does not apply
to social security and Medicare taxes.

Conditions for exemption from withholding.
An employee can claim exemption from with-
holding for 2005 only if he or she meets both of
the following conditions.
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1. For 2004, the employee had a right to a
refund of all federal income tax withheld
because he or she had no tax liability.

2. For 2005, the employee expects a refund
of all federal income tax withheld because
he or she expects to have no tax liability.

Dependents. An employee who is a depen-
dent ordinarily cannot claim exemption from
withholding if both of the following are true.

1. The employee’s total income will be more
than the minimum standard deduction
amount. This amount was $800 for 2004,
but may be higher for 2005. Check the
instructions for the 2005 Form W-4 for the
correct amount.

2. The employee’s unearned income will be
more than $250.

Exceptions. An employee who is age 65 or
older or blind, or who will claim adjustments to
income, itemized deductions, or tax credits on
his or her 2005 tax return, may be able to claim
exemption from withholding even if the em-
ployee is a dependent. For more information,
see the discussions under Exemption From
Withholding in chapter 1 of Publication 505, Tax
Withholding and Estimated Tax.

Example. Guy is 17 and a student. During
the summer he works part time at a grocery
store. He expects to earn about $1,000 this year.
He also worked at the store last summer and
received a refund of all his withheld income tax
because he did not have a tax liability. The only
other income he expects during the year is $275
interest on a savings account. He expects that
his parents will be able to claim him as a depen-
dent on their tax return. He is not blind and will
not claim adjustments to income, itemized de-
ductions, or tax credits on his return.

Guy cannot claim exemption from withhold-
ing when he fills out Form W-4 because his
parents will be able to claim him as a dependent,
his total income will be more than $800, the
minimum standard deduction amount, and his
unearned income will be more than $250.

Claiming exemption from withholding. To
claim exemption from withholding, an employee
must enter “Exempt” in the space provided on
Form W-4, line 7. The employee must complete
the rest of the form, as explained in the form
instructions, and give it to his or her employer.

Renewing an exemption from withholding.
An exemption from withholding is good for only
one year. An employee must file a new Form
W-4 by February 15 each year to continue the
exemption.
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Part 2. Tax on
Investment Income
of Child Under 14

Terms you may need to know
(see Glossary):

Adjusted gross income
Adjustments to income
Alternative minimum tax
Capital gain distribution
Dependent

Earned income

Gross income
Investment income
Itemized deductions
Net capital gain

Net investment income
Qualified dividends
Standard deduction

Tax year

Taxable income
Unearned income
Unrecaptured section 1250 gain
28% rate gain

The two rules that follow may affect the tax on
certain investment income of a child under age
14.

1. If the child’s interest and dividend income
total less than $8,000, the child’s parent
may be able to choose to include that in-
come (including capital gain distributions)
on the parent’s return rather than file a
return for the child. (See Parent’s Election
To Report Child’s Interest and Dividends,
later.)

2. If the child’s interest, dividends, and other
investment income total more than $1,600,
part of that income may be taxed at the
parent’s tax rate instead of the child’s tax
rate. (See Tax for Children Under Age 14
Who Have Investment Income of More
Than $1,600, later.)

For these rules, the term “child” includes a
legally adopted child and a stepchild. These
rules apply whether or not the child is a depen-
dent.

These rules do not apply if:

1. The child is not required to file a tax return
(see Filing Requirements in Part 1), or

2. Neither of the child’s parents were living at
the end of the tax year.

Which Parent’s
Return To Use

If a child’s parents are married to each other and
file a joint return, use the joint return to figure the
tax on the investment income of a child under
14. The tax rate and other return information
from that return are used to figure the child’s tax
as explained later under Tax for Children Under
Age 14 Who Have Investment Income of More
Than $1,600.

Parents Who Do Not File a Joint
Return

For parents who do not file a joint return, the
following discussions explain which parent’s tax
return must be used to figure the tax.

Only the parent whose tax return is used can
make the election described under Parent’s
Election To Report Child's Interest and Divi-
dends.

Parents are married. If the child’s parents file
separate returns, use the return of the parent
with the greater taxable income.

Parents not living together. If the child’s
parents are married to each other but not living
together, and the parent with whom the child
lives (the custodial parent) is considered unmar-
ried, use the return of the custodial parent. If the
custodial parent is not considered unmarried,
use the return of the parent with the greater
taxable income.

For an explanation of when a married person
living apart from his or her spouse is considered
unmarried, see Head of Household in Publica-
tion 501.

Parents are divorced. If the child’s parents
are divorced or legally separated, and the parent
who had custody of the child for the greater part
of the year (the custodial parent) has not remar-
ried, use the return of the custodial parent.

Custodial parent remarried. If the custo-
dial parent has remarried, the stepparent (rather
than the noncustodial parent) is treated as the
child’s other parent. Therefore, if the custodial
parent and the stepparent file a joint return, use
that joint return. Do not use the return of the
noncustodial parent.

If the custodial parent and the stepparent are
married, but file separate returns, use the return
of the one with the greater taxable income. If the
custodial parent and the stepparent are married
but not living together, the earlier discussion
under Parents not living together applies.

Parents never married. If a child’'s parents
did not marry each other, but lived together all
year, use the return of the parent with the
greater taxable income. If the parents did not live
together all year, the rules explained earlier
under Parents are divorced apply.

Widowed parent remarried. If a widow or
widower remarries, the new spouse is treated as
the child’s other parent. The rules explained
earlier under Custodial parent remarried apply.



Parent’s Election
To Report Child’s
Interest and Dividends

You may be able to elect to include your child’s
interest and dividend income (including capital
gain distributions) on your tax return. If you do,
your child will not have to file a return.

You can make this election for 2004 only if all
the following conditions are met.

1. Your child was under age 14 at the end of
2004. (A child born on January 1, 1991, is
considered to be age 14 at the end of
2004; you cannot make the election for this
child.)

2. Your child is required to file a return for
2004 unless you make this election.

3. Your child had income only from interest
and dividends (including capital gain distri-
butions and Alaska Permanent Fund divi-
dends).

4. The dividend and interest income was less
than $8,000.

5. No estimated tax payment was made for
2004 and no 2003 overpayment was ap-
plied to 2004 under your child’s name and
social security number.

6. No federal income tax was taken out of
your child’s income under the backup with-
holding rules.

7. You are the parent whose return must be
used when applying the special tax rules
for children under age 14. (See Which
Parent’s Return To Use, earlier.)

These conditions are also shown in Figure 1.

How to make the election. Make the election
by attaching Form 8814 to your Form 1040 or
Form 1040NR. (If you make this election, you
cannot file Form 1040A or Form 1040EZ.) At-
tach a separate Form 8814 for each child for
whom you make the election. You can make the
election for one or more children and not for
others.

Effect of Making
the Election

The federal income tax on your child’s income
may be more if you make the Form 8814 elec-
tion.

Rate may be higher. |If your child received
qualified dividends or capital gain distributions,
you may pay up to $40 more tax if you make this
election instead of filing a separate tax return for
the child. This is because the tax rate on the
child’s income between $800 and $1,600 is 10%
if you make this election. However, if you file a
separate return for the child, the tax rate may be
as low as 5% because of the preferential tax
rates for qualified dividends and capital gain
distributions.

Deductions you cannot take. By making the
Form 8814 election, you cannot take any of the
following deductions that the child would be enti-
tled to on his or her return.

Figure 1. Can You Include Your Child’s Income On Your Tax
Return?

Start Here

Was your child under age 14 at
the end of 20047

Yes
v

Is your child required to file a tax return for
2004 if you do not make this election?

Yes

v

Was the child’s only income interest and
dividends (including capital gain
distributions and Alaska Permanent Fund
dividends)?

Yes
v

Was the child’s income less than
$8,000?

Yes

v

Did the child make any estimated tax
payments for 2004?

No

A4

Did the child have an overpayment of tax
on his or her 2003 return applied to the
2004 estimated tax?

No

A 4

Was any federal income tax withheld from
the child’s income (backup withholding)?

No
v

Are you the parent whose return must be
used?*

Yes

\ 4

You can include your child’s income on
your tax return by completing Form 8814
and attaching it to your return. If you do,

your child is not required to file a return.

No
»
Ll
No
»
L
No
»
Ll
No
»
L
Yes
»
Ll
Yes
>
L
Yes
»
L
No
»
Ll
v
You cannot include
your child’s income
on your return.

*See Which Parent’s Return To Use

1. The higher standard deduction for a blind
child.

2. The deduction for a penalty on an early
withdrawal of your child’s savings.

3. Itemized deductions (such as your child’s
investment expenses or charitable contri-
butions).

Deductible investment interest. If you use
Form 8814, your child’s investment income is
considered your investment income. To figure
the limit on your deductible investment interest,
add the child’s investment income to yours.
However, if your child received qualified divi-
dends, capital gain distributions, or Alaska Per-
manent Fund dividends, see chapter 3 of
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Publication 550, Investment Income and Ex-
penses, for information about how to figure the
limit.

Alternative minimum tax. If your child re-
ceived tax-exempt interest from a private activity
bond, you must determine if that interest is a tax
preference item for alternative minimum tax
(AMT) purposes. If it is, you must include it with
your own tax preference items when figuring
your AMT. For more information, get the instruc-
tions for Form 6251, Alternative Minimum Tax—
Individuals.

Reduced deductions or credits. If you use
Form 8814, your increased adjusted gross in-
come may reduce certain deductions or credits
on your return, including the following.

1. Deduction for contributions to a traditional
individual retirement arrangement (IRA).

2. Deduction for student loan interest.

3. Itemized deductions for medical expenses,
casualty and theft losses, and certain mis-
cellaneous expenses.

4. Total itemized deductions.
5. Personal exemptions.

6. Credit for child and dependent care ex-
penses.

7. Child tax credit.
8. Education tax credits.

9. Earned income credit.

Penalty for underpayment of estimated tax.
If you make this election for 2004 and did not
have enough tax withheld or pay enough esti-
mated tax to cover the tax you owe, you may be
subject to a penalty. If you plan to make this
election for 2005, you may need to increase your
federal income tax withholding or your estimated
tax payments to avoid the penalty. Get Publica-
tion 505 for more information.

Figuring Child’s Income

Use Part | of Form 8814 to figure your child’s
interest and dividend income to report on your
return. Only the amount over $1,600 is added to
your income. This amount is shown on line 6 of
Form 8814. Include this amount on line 21 of
Form 1040 or Form 1040NR. If you file more
than one Form 8814, include the total amounts
from line 6 of all your Forms 8814 on line 21. In
the space next to line 21, enter “Form 8814” and
the total of the line 6 amounts.

Note. The tax on the first $1,600 is figured in

Part Il of Form 8814. See Figuring Additional
Tax, later.
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Qualified dividends. Enter on Form 8814,
line 2, any ordinary dividends your child re-
ceived. This amount may include qualified divi-
dends. Qualified dividends are those dividends
reported on line 9b of Form 1040, or line 10b of
Form 1040NR and are eligible for the lower tax
rates that apply to a net capital gain. For detailed
information about qualified dividends, see Publi-
cation 550, Investment Income and Expenses.

If your child received qualified dividends, the
amount of these dividends that is added to your
income must be reported on Form 1040, lines 9a
and 9b, or Form 1040NR, lines 10a and 10b.
You do not include these dividends on line 6 of
Form 8814 or on line 21 of Form 1040 or Form
1040NR.

Use the Child’'s Qualified Dividends and
Capital Gain Distributions Worksheet in the in-
structions for Form 8814 to figure the amount to
report as qualified dividends on Form 1040,
lines 9a and 9b, or Form 1040NR, lines 10a and
10b, and the amount to report on Form 8814,
line 6. (The worksheet is needed to divide the
$1,600 base amount on line 5 of Form 8814
between the child’s qualified dividends, capital
gain distributions, and other interest and divi-
dend income.)

Capital gain distributions. Enter on Form
8814, line 3, any capital gain distributions your
child received. The amount of these distributions
that is added to your income must be reported
on Schedule D (Form 1040), line 13, or, if you
are not required to file Schedule D, on Form
1040, line 13, or Form 1040NR, line 14. You do
notinclude it on line 6 of Form 8814 or on line 21
of Form 1040 or Form 1040NR.

Use the Child’'s Qualified Dividends and
Capital Gain Distributions Worksheet in the
Form 8814 instructions to figure the amount to
report as capital gain distributions on Schedule
D, or directly on Form 1040, or Form 1040NR
and the amount to report on Form 8814, line 6.
(The worksheet is needed to divide the $1,600
base amount on line 5 of Form 8814 between
the child’s qualified dividends, capital gain distri-
butions, and other interest and dividend in-
come.)

Collectibles (28% rate) gain. If any of the
child’s capital gain distributions are reported on
Form 1099-DIV as collectibles (28% rate) gain,
you must determine how much to also include
on line 4 of the 28% Rate Gain Worksheet, in the
instructions for line 18 of Schedule D. Multiply
the child’s capital gain distribution included on
Schedule D, line 13, by a fraction. The numera-
tor is the part of the child’s total capital gain

distribution that is collectibles (28% rate) gain.
The denominator is the child’s total capital gain
distribution.

Unrecaptured section 1250 gain. If any of
the child’s capital gain distributions are reported
on Form 1099-DIV as unrecaptured section
1250 gain, you must determine how much to
include on line 11 of the Unrecaptured Section
1250 Gain Worksheet in the instructions for line
19 of Schedule D. Multiply the child’s capital
gain distribution included on Schedule D, line
13, by a fraction. The numerator is the part of the
child’s total capital gain distribution that is unre-
captured section 1250 gain. The denominator is
the child’s total capital gain distribution.

Section 1202 gain. If any of the child’s capi-
tal gain distributions are reported as section
1202 gain (gain on qualified small business
stock) on Form 1099-DIV, part or all of that gain
may be eligible for the section 1202 exclusion.
(For information about the exclusion, see chap-
ter 4 of Publication 550.) To figure that part,
multiply the child’s capital gain distribution in-
cluded on Schedule D, line 13, by a fraction. The
numerator is the part of the child’s total capital
gain distribution that is section 1202 gain. The
denominator is the child’s total capital gain distri-
bution. Your section 1202 exclusion is generally
50% of the result, but may be subject to a limit.
See the instructions for Schedule D for informa-
tion on how to report the exclusion amount.

Example. Fred is 6 years old. In 2004, he
received dividend income of $1,700, which in-
cluded $1,380 of ordinary dividends and a $320
capital gain distribution from a mutual fund.
(None of the distributions were reported on
Form 1099-DIV as unrecaptured section 1250
gain, section 1202 gain, or collectibles (28%
rate) gain.) All of the ordinary dividends are
qualified dividends. He has no other income and
is not subject to backup withholding. No esti-
mated tax payments were made under his name
and social security number.

Fred’s parents elect to include Fred’'s income
on their tax return instead of filing a return for
him. They enter $1,380 on line 2 and $320 on
line 3, Form 8814.

$100 of Fred’'s income must be included as
income on his parents’ tax return ($1,700 gross
income minus $1,600). They figure the amount
to report on Form 1040, lines 9a and 9b, the
amount to report on their Schedule D, line 13,
and the amount to report on Form 8814, line 6,
as follows.



Child’s Qualified Dividends
and Capital Gain Distributions Worksheet
(Keep for your records)

Enter the amount of qualified
dividends included on Form
1. 8814,line2............. $ 1,380

2. Enter the amount from

Form 8814, line3 . ........ 320
3. Enter the amount from

Form 8814, line4 ......... 1,700
4. Divide line 1 by line 3.

Enter the result as a decimal

(rounded to at least 3 places) .812
5. Divide line 2 by line 3. Enter

the result as a decimal

(rounded to at least 3 places) .188
6. Baseamount............ $ 1,600
7. Subtract line 6 fromline3 . .. 100
8. Multiply line 7 by line 4.

Include this amount on Form

1040, lines 9a and 9b, or

Form 1040NR, lines 10a and

10b. On the dotted lines next

to those lines, enter “Form

8814” and this amount (unless

you file Schedule B (Form

1040); in that case, follow the

instructions in the Note on

this line). Also, enter “QD” (for

“qualified dividends”) and this

amount on the dotted line next

to line 6 of Form 8814.

Note. If this amount plus the

parents’ dividends is more

than $1,500, report this

amount on Schedule B

(Form 1040). Show it as

from “Form 8814” . . . ... ... 81
9. Multiply line 7 by line 5.

Include this amount on

Schedule D, line 13;

Form 1040, line 13; or

Form 1040NR, line 14.

Enter “Form 8814” and

this amount on the

dotted line next to line 13 of

Schedule D, or in the

space to the left of line 13

of Form 1040 or line 14

of Form 1040NR.

Also, enter “CGD” (for

“capital gain distribution”)

and this amount on the

dotted line next to line 6 of

Form8814. ... .......... 19

10. Addlines8and9 ......... 100
11. Subtract line 10 from line 7.

Enter the result here and on

Form 8814,line6 . ........ 0

On Form 8814, Fred's parents enter $0 on line 6
and enter “QD-$81" and “CGD-$19" on the
dotted line next to line 6. Because the amount on
line 6 is -0-, they do not include any amount from
Form 8814 on line 21 of their Form 1040.

On Form 1040, they include $81 on lines 9a
and 9b and enter “Form 8814-$81" on the
dotted line next to each of those lines. On
Schedule D, they include $19 on line 13, and
enter “Form 8814—$19” on the dotted line next
to this line.

Figuring Additional Tax

Use Form 8814, Part Il, to figure the tax on the
$1,600 of your child’s interest and dividends that
you do not include in your income. This tax is
added to the tax figured on your income.

This additional tax is the smaller of:

1. 10% x (your child’s gross income — $800),
or

2. $80.

Include the amount from line 9 of all
your Forms 8814 in the total on Form
XA 1040, line 43, or Form 1040NR, line 40.
Check box a on Form 1040, line 43, or Form
1040NR, line 40.

lllustrated Example

David and Linda Parks are married and will file
separate tax returns for 2004. Their only child,
Philip, is 8. Philip received a Form 1099-INT
showing $3,240 taxable interest income and a
Form 1099-DIV showing $360 ordinary divi-
dends. All the dividends were qualified divi-
dends. His parents decide to include that
income on one of their returns so they will not
have to file a return for Philip.

First, David and Linda each figure their tax-
able income (Form 1040, line 42) without regard
to Philip’s income. David's taxable income is
$41,700 and Linda’s is $59,300. Because her
taxable income is greater, Linda can elect to
include Philip's income on her return. (See
Which Parent’s Return To Use, earlier.)

On Form 8814 (illustrated on the next page),
Linda enters her name and social security num-
ber, then Philip’s name and social security num-
ber. She enters Philip’s taxable interest income,
$3,240, on line 1a. Philip had no tax-exempt
interest income, so she leaves line 1b blank.
Linda enters Philip’s ordinary dividends, $360,
on line 2. Philip did not have any capital gain
distributions, so she leaves line 3 blank.

Linda adds lines 1a and 2 and enters the
result, $3,600, on line 4. Because Philip had
qualified dividends, Linda must use the Child’s
Qualified Dividends and Capital Gain Distribu-
tions Worksheet to figure the amount to enter on
line 6, instead of subtracting line 5 from line 4.
The amount she enters on line 6 is $1,800, the
amount from line 11 of the worksheet. On the
dotted line next to line 6, she enters “QD—-$200,”
the amount from line 8 of the worksheet. She
includes that amount ($200) on lines 9a and 9b
of her Form 1040. On the dotted line next to lines
9a and 9b, she enters “Form 8814 —$200."

Child’s Qualified Dividends 3
and Capital Gain Distributions Worksheet
(Keep for your records)

Enter the amount of qualified
dividends included on Form

1. 8814,line2............. $ 360
2. Enter the amount from

Form 8814, line3 ......... 0
3. Enter the amount from

Form 8814, line4 ......... 3,600
4. Divide line 1 by line 3. Enter

the result as a decimal

(rounded to at least 3 places) .100

5. Divide line 2 by line 3. Enter
the result as a decimal
(rounded to at least 3 places)

. Baseamount............

. Subtract line 6 fromline 3 . ..

. Multiply line 7 by line 4.

Include this amount on Form
1040, lines 9a and 9b, or
Form 1040NR, lines 10a and
10b. On the dotted lines next
to those lines, enter “Form
8814" and this amount (unless
you file Schedule B (Form
1040); in that case, follow the
instructions in the Note on
this line). Also, enter “QD” (for
“qualified dividends”) and this
amount on the dotted line next
to line 6 of Form 8814.
Note. If this amount plus the
parents’ dividends is more
than $1,500, report this
amount on Schedule B
(Form 1040). Show it as
from “Form 8814” . . . ... ...

9. Multiply line 7 by line 5.

Include this amount on
Schedule D, line 13;

Form 1040, line 13; or
Form 1040NR, line 14.
Enter “Form 8814” and

this amount on the

dotted line next to line 13 of
Schedule D, or in the
space to the left of line 13
of Form 1040 or line 14

of Form 1040NR.

Also, enter “CGD” (for
“capital gain distribution”)
and this amount on the
dotted line next to line 6 of
Form8814. . ... ......... 0

.000
$ 1,600
2,000

o~

200

10. Addlines8and9 ......... 200
11. Subtract line 10 from line 7.

Enter the result here and on

Form 8814, line6 . ........ 1,800

Linda includes $1,800 in the total on line 21
of her Form 1040 (not illustrated) and in the
space next to that line writes “Form
8814-$1,800.” Adding that amount, plus the
$200 of qualified dividends, to her income in-
creases each of the amounts on lines 22, 36, 37,
40, and 42 of her Form 1040 by $2,000. Linda is
not claiming any deductions or credits that are
affected by the increase to her income. There-
fore, her revised taxable income on line 42 is
$61,300 ($59,300 + $200 + $1,800).

On Form 8814, Linda subtracts the $800
shown on line 7 from the $3,600 on line 4 and
enters the result, $2,800, on line 8. Because that
amount is not less than $800, she enters $80 on
line 9. This is the tax on the first $1,600 of
Philip’s income, which Linda did not have to add
to her income. She must add this additional tax
to the tax figured on her revised taxable income.

The tax on her $61,300 revised taxable in-
come is $12,150. She adds $80, and enters the
$12,230 total on Form 1040, line 43, and checks
box a.

Linda attaches Form 8814 to her Form 1040.
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881 4 Parents’ Election To Report OMB No. 1545-1128
Form . . =
Child’s Interest and Dividends 2004
Department of the Treasury > See instructions on back. Attachment
Internal Revenue Service » Attach to parents’ Form 1040 or Form 1040NR. Sequence No. 40
Name(s) shown on your return Your social security number
Linda Parks 111 10011111

Caution: The Federal income tax on your child’s income, including qualified dividends and capital gain distributions, may be less
if you file a separate tax return for the child instead of making this election. This is because you cannot take certain tax benefits
that your child could take on his or her own return. For details, see Tax benefits you may not take on page 2.

A Child’s name (first, initial, and last) B Child’s social security number
Phillip Parks 000 { 000000
¢ If more than one Form 8814 is attached, check here . . . . . . . . . . . . . . . . . . . . .b»

=4l Child’s Interest and Dividends To Report on Your Return

1a Enter your child’s taxable interest. If this amount is different from the amounts shown on the
child’s Forms 1099-INT and 1099-0ID, see the instructions . . . . . . . . . . . |1a 5,240

b Enter your child’s tax-exempt interest. Do not include this | |
amountonlineta . . . . . . . . . . . . . 1b

2 Enter your child’s ordinary dividends, including any Alaska Permanent Fund dividends. If your

child received any ordinary dividends as a nominee, see the instructions . . . . . . . 2 560
3 Enter your child’s capital gain distributions. If your child received any capital gain distributions
as a nominee, see the instructions . . . . . . . . . . . . . . . . . . . . 3
4 Add lines 1a, 2, and 3. If the total is $1,600 or less, skip lines 5 and 6 and go to line 7. If the
total is $8,000 or more, do not file this form. Your child must file his or her own return to report % 600
theincome . . . . . . . . L L. 4 :
5 Baseamount . . . . . . . . . . ..o 5 1600 _| 00

6 Subtract line 5 from line 4. See the instructions for where to repor‘t this amount. Go to line 7
below . . . . . . QD—%200 | . > 6 1,600

EZAl Tax on the First $1,600 of Child’s Interest and Dividends

7 Amountnottaxed . . . . . . . . . . . . . . . . . . . .. . ... | 800 | 00

8 Subtract line 7 from line 4. If the result is zero or less, enter -0- . . . . . . . . . . 8 2,600

9 Tax. Is the amount on line 8 less than $8007?
|Z| No. Enter $80 here and see the Note below. .. 9 &0
] Yes. Multiply line 8 by 10% (.10). Enter the result here and see the Note below.

Note: If you checked the box on line C above, see the instructions. Otherwise, include the amount from line 9 in the tax you enter
on Form 1040, line 43, or Form 1040NR, line 40. Be sure to check box a on Form 1040, line 43, or Form 1040NR, line 40.

For Paperwork Reduction Act Notice, see page 3. Cat. No. 10750J Form 8814 (2004)
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Tax for Children Under
Age 14 Who Have
Investment Income

of More Than $1,600

Part of a child’s 2004 investment income may be
subject to tax at the parent’s tax rate if all of the
following statements are true.

1. The child was under age 14 at the end of
2004. (A child born on January 1, 1991, is
considered to be age 14 at the end of
2004; this child’s investment income is not
taxed at the parent’s tax rate.)

2. The child’s investment income was more
than $1,600.

3. The child is required to file a tax return for
2004.

These conditions are also shown in Figure 2.

If neither parent was alive on December 31,
2004, do not use Form 8615. Instead, figure the
child’s tax in the normal manner.

If the parent does not or cannot choose to
include the child’s income on the parent’s return,
use Form 8615 to figure the child’'s tax. Attach
the completed form to the child’s Form 1040,
Form 1040A, or Form 1040NR.

The following discussions explain the paren-
tal information needed for Form 8615 and the
steps to follow in figuring the child’s tax.

Providing Parental
Information (Form 8615,
Lines A-C)

On Form 8615, lines A and B, enter the parent’'s
name and social security number. (If the parents
filed a joint return, enter the name and social
security humber listed first on the joint return.)
On line C, check the box for the parent’s filing
status.

See Which Parent’s Return To Use, earlier,
for a discussion of which parent’s return infor-
mation must be used on Form 8615.

Parent with different tax year. If the parent
and the child do not have the same tax year,
complete Form 8615 using the information on
the parent’s return for the tax year that ends in
the child’s tax year.

Example. Kimberly must use her mother’s
tax and taxable income to complete her Form
8615 for calendar year 2004 (January 1 — De-
cember 31). Kimberly’s mother files her tax re-
turn on a fiscal year basis (July 1 — June 30).
Kimberly must use the information on her
mother’s return for the tax year ending June 30,
2004, to complete her 2004 Form 8615.

Parent’s return information not known
timely. If the information needed from the
parent’s return is not known by the time the
child’s return is due (usually April 15), you can
file the return using estimates.

You can use any reasonable estimate. This
includes using information from last year's re-
turn. If you use an estimated amount on Form

Figure 2. Do You Have To Use Form 8615 To Figure Your

Child’s Tax?
Start Here
No
Was the child under age 14 at the end of 2004? >
Yes
v
No
Is the child required to file a tax return for 2004? »
Yes
v
No
Was the child’s investment income more than $1,600? >
Yes
\ 4
Use Form 8615 to figure the child’s tax. Attach it to the
child’s return.
\ 4
Note: If the child’s parent* chooses to report the child’s Do not use
income by filing Form 8814, the child is not required to file Form 8615 to
a tax return. Do not use Form 8615. (See Parent’s Election figure the
To Report Child’s Interest and Dividends.) child’s tax.

*See Which Parent’s Return To Use

8615, enter “Estimated” on the line next to the
amount.

When you get the correct information, file an
amended return on Form 1040X, Amended U.S.
Individual Income Tax Return.

Extension of time to file. Instead of using
estimates, you can get an automatic 4-month
extension of time to file if, by April 15, 2005, you
file Form 4868, Application for Automatic Exten-
sion of Time To File U.S. Individual Income Tax
Return. You can file a paper Form 4868 or you
can file it electronically. See the instructions for
Form 4868 for details.

If you have an extension, you must file the
child’s return by August 15, 2005, unless you
ask for and are granted an additional extension.
extension of time to pay. You must
M)  make an accurate estimate of the tax
for 2004. If you do not pay the full amount due by
the regular due date, the child will owe interest

and may also be charged penalties. See Form
4868 and its instructions.

An extension of time to file is not an

Parent’s return information not available. If
a child cannot get the required information about
his or her parent’s tax return, the child (or the
child’s legal representative) can request the
necessary information from the Internal Reve-
nue Service (IRS).

How to request. After the end of the tax
year, send a signed, written request for the infor-
mation to the Internal Revenue Service Center
where the parent’s return will be filed. (The IRS
cannot process a request received before the

end of the tax year.)
extension of time to file the child’s re-

-z turn, because there may be a delay in

getting the requested information.
The request must contain all of the following.

You should also consider getting an

1. A statement that you are making the re-
quest to comply with section 1(g) of the
Internal Revenue Code and that you have
tried to get the information from the parent.

2. Proof the child is under 14 years of age
(for example, a copy of the child’s birth
certificate).

3. Evidence the child has more than $1,600
of unearned income (for example, a copy
of the child’s prior year tax return or copies
of Forms 1099 for the current year).

4. The name, address, social security num-
ber (if known), and filing status (if known)
of the parent whose information is to be
shown on Form 8615.

A child’s legal representative making the re-
quest should include a copy of his or her Power
of Attorney, such as Form 2848, or proof of legal
guardianship.

Step 1. Figuring the Child’s
Net Investment Income
(Form 8615, Part I)

The first step in figuring a child’s tax using Form

8615 is to figure the child’s net investment in-
come. To do that, use Form 8615, Part |. For an
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lllustrated Part | of Form 8615

Carla’s total income on Form 1040A, line 15,
is $5,000. This total includes wages (earned
income) of $600 reported on line 7. She has
no itemized deductions. Carla’s taxable
income on Form 1040A, line 27, is $4,150.
Because Carla has earned income, the
worksheet in the instructions is used to
figure the amount on line 1 of Form 8615.

Carla’s filled-in worksheet and Part | of
her Form 8615, with lines 1 through 5 filled
in, are shown here.

Carla’s total income of $5,000 (as shown
on line 15 of her Form 1040A) is entered on

o 8619

Department of the Treasury
Internal Revenue Service (99

line 1 of the worksheet. Her earned income
of $600 (her wages as shown on line 7 of
her Form 1040A) is entered on line 2 of the
worksheet. Line 3 is the result of subtracting
$600 from $5,000.

The amount from line 3 of the worksheet
is entered on line 1 of Form 8615. Carla did
not itemize deductions, so $1,600 is entered
on line 2. Line 3 of Form 8615 is the result
of subtracting $1,600 from $4,400. Carla’s
taxable income of $4,150 (as shown on line
27 of her Form 1040A) is entered on line 4
of Form 8615. The smaller of $2,800 or
$4,150 is entered on line 5. This is her net
investment income.

Tax for Children Under Age 14

With Investment Income of More Than $1,600

» Attach only to the child’s Form 1040, Form 1040A, or Form 1040NR.

» See separate instructions.

Worksheet—Line 1

1. Enter the amount from the
child’s Form 1040, line 22;
Form 1040A, line 15; or Form

1040NR, line 23, whichever
applies m
2. Enter the child’s earned income
plus any amount from the
child’s Form 1040, line 33, or
Form  1040NR, line 31,
whichever applies ﬂ
3. Subtract line 2 from line 1
Enter the result here and on
4400

Form 8615, line 1

OMB No. 1545-0998

2004

Attachment
Sequence No. 33

Child’s name shown on return

Carla C. Rose

Child’s social security number

111:00' 1111

Before you begin:

If the child, the parent, or any of the parent’s other children under age 14 must use the Schedule D Tax
Worksheet or has income from farming or fishing, see Pub. 929, Tax Rules for Children and Dependents. It
explains how to figure the child’s tax using the Schedule D Tax Worksheet or Schedule J (Form 1040).

A Parent’s name (first, initial, and last). Caution: See instructions before completing.

George B. Rose

B Parent’s social security number

12300 4567

C Parent’s filing status (check one):

[] Single

Married filing jointly

[] Married filing separately

[] Head of household

[] Qualifying widow(er)

Child’s Net Investment Income

Otherwise, see instructions .

attach it to the child’s return.

line 39 .

attach it to the child’s return

1 Enter the child’s investment income (see instructions) .
2  Ifthe child did not itemize deductions on Schedule A (Form 1040 or Form 1040NR) enter $1 600

3 Subtract line 2 from line 1. If zero or Iess stop, do not complete the rest of th|s form but do
4  Enter the child’s taxable income from Form 1040 I|ne 42; Form 1040A I|ne 27 or Form 1040NR

5 Enter the smaller of Ilne 3 or Ilne 4. If zero, stop, do not complete the rest of thls form but do

1 4,400
2 1,600
3 2,600
4 4,150
5 2,600

example, see the lllustrated Part | of Form 8615
on the next page.

Line 1 (Investment Income)

If the child had no earned income, enter on this
line the adjusted gross income shown on the
child’s return. Adjusted gross income is shown
on line 37 of Form 1040; line 22 of Form 1040A;
or line 35 of Form 1040NR. Form 1040EZ and
Form 1040NR-EZ cannot be used if Form 8615
must be filed.

If the child had earned income, figure the
amount to enter on Form 8615, line 1, by using
the worksheet in the instructions for the form.
ﬂ if the child has excluded any foreign

earned income or deducted a loss from

self-employment or a net operating loss from
another year.

However, use the following worksheet

Alternate Worksheet
for Line 1 of Form 8615

A. Enter the amount from the child’'s
Form 1040, line 22, or Form
1040NR, line23 . ...........
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B. Enter the total of any net loss
from self-employment, any net
operating loss deduction, any
foreign earned income exclusion,
and any foreign housing exclusion
from the child’s Form 1040 or
Form 1040NR. Enter this total
as a positive number (greater
thanzero) .. ..............

C. Add line A and line B and
enterthetotal. .. ...........

D. Enter the child’s earned income
plus any amount from line 33 of
the child’s Form 1040 or line 31
of the child’'s Form 1040NR. . . . .

Generally, the child’'s earned
income is the total of the amounts
reported on Form 1040, lines 7,
12, and 18 (if line 12 or 18 is a
loss, use zero) or Form 1040NR,
lines 8, 13, and 19 (if line 13 or
19 is a loss, use zero)

E. Subtract line D from line C.
Enter the result here and on
Form 8615,linel ...........

Investment income defined.

Investment in-
come is generally all income other than salaries,

wages, and other amounts received as pay for
work actually done. It includes taxable interest,
dividends, capital gains (including capital gain
distributions), the taxable part of social security
and pension payments, and certain distributions
from trusts. Investment income includes
amounts produced by assets the child obtained
with earned income (such as interest on a sav-
ings account into which the child deposited
wages).

Nontaxable income. For this purpose, in-
vestment income includes only amounts the
child must include in total income. Nontaxable
investment income, such as tax-exempt interest
and the nontaxable part of social security and
pension payments, is not included.

Capital loss. A child’s capital losses are
taken into account in figuring the child’s invest-
ment income. Capital losses are first applied
against capital gains. If the capital losses are
more than the capital gains, the difference (up to
$3,000) is subtracted from the child’s interest,
dividends, and other investment income. Any
difference over $3,000 is carried to the next
year.

Income from property received as a gift.
A child’s investment income includes all income
produced by property belonging to the child.
This is true even if the property was transferred



lllustrated Part Il of Form 8615

Randy and his sister must each file Form
8615. Their parents’ joint return information
is used on the Forms 8615 of both children.
The net investment income on line 5 of
Randy’s Form 8615 is $2,280. His sister’s
net investment income is $1,520. Randy’s
parents’ taxable income is $50,570. Their
tax, from the Tax Table, is $6,871.

Part Il of Randy’s Form 8615, with lines 6
through 13 filled in, is shown here.
Randy’s parents’ taxable income of $50,570
(from line 42 of Form 1040) is entered on
line 6 of Form 8615.

Randy’s sister’s net investment income of

$1,520 (from line 5 of her Form 8615) is
entered on line 7 of Randy’s Form 8615. The
amounts on line 5 ($2,280), line 6 ($50,570),
and line 7 ($1,520) are added and the total
of $54,370 is entered on line 8.
The tax on $54,370 is found in the Tax Table
using the parents’ joint filing status. The tax,
$7,441, is entered on line 9. Randy’s
parents’ tax of $6,871 (from line 43 of Form
1040) is entered on line 10 and is subtracted
from the amount on line 9. The difference,
$570, is entered on line 11.

Randy’s net investment income on line 5
($2,280) is added to his sister's net
investment income on line 7 ($1,520) and
the total, $3,800, is entered on line 12a.

The amount on line 5 ($2,280) is divided
by the amount on line 12a ($3,800) and the
result, .600, is entered on line 12b.

The amount on line 11 ($570) is multiplied
by the amount on line 12b (.600) and the
result, $342, is entered on line 13. This is
Randy’s tentative tax based on his parents’
tax rate.

m Tentative Tax Based on the Tax Rate of the Parent

6 Enter the parent’s taxable income from Form 1040, line 42; Form 1040A, line 27; Form 1040EZ,

line 6; TeleFile Tax Record, line K(1); Form 1040NR, line 39; or Form 1040NR-EZ, line 14. If zero
or less, enter -0-. . 6 50,570

7 Enter the total, if any, from Forms 8615 I|ne 5 of aII other chlldren of the parent named
above. Do not include the amount from line 5 above 7 1,520
8 Add lines 5, 6, and 7 (see instructions). . 8 54,570

9 Enter the tax on the amount on line 8 based on the parent’s flllng status above (see |nstruct|ons)

If the Qualified Dividends and Capital Gain Tax Worksheet, Schedule D Tax Worksheet, or
Schedule J (Form 1040) is used to figure the tax, check here » O |9 7441

10  Enter the parent’s tax from Form 1040, line 43; Form 1040A, line 28, minus any alternative minimum

tax; Form 1040EZ, line 10; TeleFile Tax Record, line K(2); Form 1040NR, line 40; or Form 1040NR-EZ,

line 15. Do not include any tax from Form 4972 or 8814. If the Qualified Dividends and Capital Gain

Tax Worksheet, Schedule D Tax Worksheet, or Schedule J (Form 1040) was used to flgure the tax,
check here . .o > 10 0,671

11 Subtract line 10 from line 9 and enter the result. If line 7 is blank, also enter this amount on line
13 and go to Part Ill 11 570

12a Add lines 5 and 7 [12a] 3,800 |
b Divide line 5 by line 12a. Enter the result as a decimal (rounded to at least three places) . 12b| x . 600
13 Multiply line 11 by line 12b . 13 42
to the child, regardless of when the property was Adjustment to income. In figuring the Example 1. Roger, age 12, has investment

transferred or purchased or who transferred it.

A child’s investment income includes income
produced by property given as a gift to the child.
This includes gifts to the child from grandparents
or any other person and gifts made under the
Uniform Gift to Minors Act.

Example. Amanda Black, age 13, received
the following income.

* Dividends—$600

* Wages—$2,100

* Taxable interest—$1,200

e Tax-exempt interest—$100
* Capital gains—$300

* Capital losses— ($200)

The dividends were qualified dividends on stock
given to her by her grandparents.

Amanda’s investment income is $1,900. This
is the total of the dividends ($600), taxable inter-
est ($1,200), and capital gains reduced by capi-
tal losses ($300 — $200 = $100). Her wages are
earned (not investment) income because they
are received for work actually done. Her tax-ex-
empt interest is not included because it is non-
taxable.

Trustincome. If a child is the beneficiary of
a trust, distributions of taxable interest, divi-
dends, capital gains, and other investment in-
come from the trust are investment income to
the child.

amount to enter on line 1, the child’s investment
income is reduced by any penalty on the early
withdrawal of savings.

Line 2 (Deductions)

If the child does not itemize deductions on
Schedule A (Form 1040 or Form 1040NR), enter
$1,600 on line 2.

If the child does itemize deductions, enter on
line 2 the larger of:

1. $800 plus the child’s itemized deductions
that are directly connected with the pro-
duction of the investment income entered
on line 1, or

2. $1,600.

Directly connected. Itemized deductions are
directly connected with the production of invest-
ment income if they are for expenses paid to
produce or collect taxable income or to manage,
conserve, or maintain property held for produc-
ing income. These expenses include custodian
fees and service charges, service fees to collect
taxable interest and dividends, and certain in-
vestment counsel fees.

These expenses are added to certain other
miscellaneous itemized deductions on Schedule
A (Form 1040). Only the amount greater than
2% of the child’s adjusted gross income can be
deducted. See Publication 529, Miscellaneous
Deductions, for more information.

income of $8,000, no other income, no adjust-
ments to income, and itemized deductions of
$300 (net of the 2%-of-adjusted-gross-income
limit) that are directly connected with his invest-
ment income. His adjusted gross income is
$8,000, which is entered on Form 1040, line 37,
and on Form 8615, line 1. Line 2 is $1,600
because that is more than the sum of $800 and
his directly-connected itemized deductions of
$300.

Example 2. Eleanor, age 8, has investment
income of $16,000 and an early withdrawal pen-
alty of $100. She has no other income. She has
itemized deductions of $1,050 (net of the
2%-of-adjusted-gross-income limit) that are di-
rectly connected with the production of her in-
vestment income. Her adjusted gross income,
entered on line 1, is $15,900 ($16,000 — $100).
The amounton line 2 is $1,850. This is the larger
of:

1. $800 plus the $1,050 of directly connected
itemized deductions, or
2. $1,600.

Line 3

Subtract line 2 from line 1 and enter the result on
this line. If zero or less, do not complete the rest
of the form. However, you must still attach Form
8615 to the child’s tax return. Figure the tax on
the child’s taxable income in the normal manner.
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Line 4 (Child’s Taxable Income)

Enter on line 4 the child’s taxable income from
Form 1040, line 42; Form 1040A, line 27; or
Form 1040NR, line 39.

Line 5 (Net Investment Income)

A child’s net investment income cannot be more
than his or her taxable income. Enter on line 5
the smaller of line 3 or line 4 of Form 8615. This
is the child’s net investment income.

If zero or less, do not complete the rest of the
form. However, you must still attach Form 8615
to the child’s tax return. Figure the tax on the
child’s taxable income in the normal manner.

Step 2. Figuring a Tentative
Tax at the Parent’s Tax
Rate (Form 8615, Part Il)

The next step in completing Form 8615 is to
figure a tentative tax on the child’s net invest-
ment income at the parent’s tax rate. The tenta-
tive tax at the parent’s tax rate is the difference
between the tax on the parent’s taxable income
figured with the child’s net investment income
(plus the net investment income of any other
child whose Form 8615 includes the tax return
information of that parent) and the tax figured
without it.

When figuring the tentative tax at the
parent’s tax rate, do not refigure any of the
exclusions, deductions, or credits on the
parent’s return because of the child’s net invest-
ment income. For example, do not refigure the
medical expense deduction.

Figure the tentative tax on lines 6 through 13.
For an example, see the lllustrated Part Il of
Form 8615.

Line 6 (Parent’s Taxable Income)

Enter on line 6 the amount from the parent’s
Form 1040, line 42; Form 1040A, line 27; Form
1040EZ, line 6; TeleFile Tax Record, line K(1);
Form 1040NR, line 39; or Form 1040NR-EZ, line
14. If the parent’s taxable income is zero or less,
enter zero on line 6.

Line 7 (Net Investment Income of
Other Children)

If the tax return information of the parent is also
used on any other child’s Form 8615, enter on
line 7 the total of the amounts from line 5 of all
the other children’s Forms 8615. Do not include
the amount from line 5 of the Form 8615 being
completed.

Example. Paul and Jane Persimmon have
three children, Sharon, Jerry, and Mike, who
must attach Form 8615 to their tax returns. The
children’s net investment income amounts on
line 5 of their Forms 8615 are:

* Sharon—$800

e Jerry—$600

* Mike—$1,000
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Line 7 of Sharon’s Form 8615 will show
$1,600, the total of the amounts on line 5 of
Jerry’s and Mike's Forms 8615.

Line 7 of Jerry’s Form 8615 will show $1,800
($800 + $1,000).

Line 7 of Mike's Form 8615 will show $1,400
($800 + $600).

Other children’s information not available.
If the net investment income of the other children
is not available when the return is due, either file
the return using estimates or get an extension of
time to file. Estimates and extensions are dis-
cussed earlier under Providing Parental Infor-
mation (Form 8615, Lines A—C).

Line 8 (Parent’s Taxable Income
Plus Children’s Net Investment
Income)

Enter on this line the total of lines 5, 6, and 7.
You must determine the amount of net capital
gain and qualified dividends included on this line
before completing line 9 of Form 8615.

Net capital gain. Net capital gain is the
smaller of the gain, if any, on Schedule D, line
15, or the gain, if any, on Schedule D, line 16. If
Schedule D is not required, it is the amount on
Form 1040, line 13; Form 1040A, line 10; or
Form 1040NR, line 14.

Qualified dividends. Qualified dividends
are those dividends reported on line 9b of Form
1040 or Form 1040A, or line 10b of Form
1040NR.

Net capital gain and qualified dividends on
line 8. If neither the child nor the parent nor
any other child has net capital gain, the net
capital gain on line 8 is zero.

If neither the child, nor the parent, nor any
other child has qualified dividends, the amount
of qualified dividends on line 8 is zero.

If the child, parent, or any other child has net
capital gain, figure the amount of net capital gain
included on line 8 by adding together the net
capital gain amounts included on lines 5, 6, and
7 of Form 8615. If the child, parent, or any other
child has qualified dividends, figure the amount
of qualified dividends included on line 8 by ad-
ding together the qualified dividend amounts
included on lines 5, 6, and 7. Use the Line 5
Worksheet in the instructions for Form 8615, line
8, to find these amounts.

Line 9 (Tax on Parent’s Taxable
Income Plus Children’s Net
Investment Income)

Figure the tax on the amount on line 8 using the
Tax Table, the Tax Computation Worksheet, the
Quialified Dividends and Capital Gain Tax Work-
sheet (in the Form 1040, 1040A, or 1040NR
instructions), the Schedule D Tax Worksheet (in
the Schedule D instructions) or Schedule J
(Form 1040), as follows.

¢ If line 8 does not include any net capital
gain or qualified dividends, use the Tax
Table or Tax Computation Worksheet to
figure this tax. But if Schedule J, Income
Averaging for Farmers and Fishermen, is
used to figure the tax on the parent’s re-
turn, use it to figure this tax.

¢ |f line 8 does include any net capital gain
or qualified dividends, use the Qualified
Dividends and Capital Gain Tax Work-
sheet to figure this tax. For details, see the
instructions for Form 8615, line 9. How-
ever, if the child, parent, or another child
has 28% rate gain or unrecaptured section
1250 gain, use the Schedule D Tax Work-
sheet. But if Schedule J is used to figure
the tax on the parent’s return, use it to
figure this tax.

Using the Schedule D Tax Worksheet for line
9 tax. Use the Schedule D Tax Worksheet in
the Schedule D instructions to figure the line 9
tax on Form 8615 if the child, parent, or any
other child has unrecaptured section 1250 gain
or 28% rate gain. If you must use the Schedule
D Tax Worksheet, first complete any Schedule
D and any actual Schedule D Tax Worksheet
required for the child, parent, or any other child.
Then figure the line 9 tax using another Sched-
ule D Tax Worksheet. (Do not attach this Sched-
ule D Tax Worksheet to the child’s return.)

Complete this Schedule D Tax Worksheet as
follows.

1. Online 1, enter the amount from line 8 of
Form 8615.

2. On line 2, enter the qualified dividends in-
cluded on line 8 of Form 8615. (See the
earlier discussion for line 8.)

3. On line 3, enter the total of the amounts, if
any, on line 4g of all Forms 4952 filed by
the child, parent, or any other child.

4. On line 4, enter the total of the amounts, if
any, on line 4e of all Forms 4952 filed by
the child, parent, or any other child. If ap-
plicable, include instead the smaller
amount entered on the dotted line next to
line 4e.

5. Onlines 5 and 6, follow the worksheet
instructions.

6. On line 7, enter the net capital gain in-
cluded on line 8 of Form 8615. (See the
earlier discussion for line 8.)

7. On lines 8 through 10, follow the work-
sheet instructions.

8. On line 11, enter zero if neither the child,
parent, nor any other child has unrecap-
tured section 1250 gain (line 19 of Sched-
ule D) or 28% rate gain (line 18 of
Schedule D). Otherwise, enter the amount
of unrecaptured section 1250 gain and
28% rate gain included in the net capital
gain on line 8. Figure these amounts as
explained later under Figuring unrecap-
tured section 1250 gain (line 11) and Fig-
uring 28% rate gain (line 11).

9. Complete lines 12 through 37, following
the worksheet instructions. Use the
parent’s filing status to complete lines 15,
34, and 36.

Enter the amount from line 37 of this Schedule D
Tax Worksheet on Form 8615, line 9, and check
the box on that line.

Figuring 28% rate gain (line 11). If the
child, parent, or any other child has 28% rate
gain, figure the amount of 28% rate gain in-



cluded in the net capital gain on line 8 using the
following worksheet.

Worksheet 1 for Line 11 of the Schedule D
Tax Worksheet — 28% Rate Gain
(Line 9 Tax)

1. Enter the amount, if any, from
line 18 of the child’s Schedule D.

If line 1 is zero or blank, skip
lines 2 through 4, enter -0- on
line 5, and go to line 6.

2. Enter the amount from the last
line of the child’s completed
Line 5 Worksheet in the
instructions for Form 8615, line 8

3. Enter the amount from line 2
of the child’s completed
Line 5 Worksheet. . .. .......

4. Divide line 2 by line 3. Enter
the resultas adecimal . ... ...

5. Multiply line 1 by line4 . ... ...

6. If no other child has 28% rate
gain, enter -0-. Otherwise, repeat
lines 1 through 5 above
for each other child who has
28% rate gain and enter the total
of the line 5 amounts for those
other children

7. Enter the amount, if any, from line
18 of the parent’s Schedule D. . .

8. Add lines 5, 6, and 7. Also include
this amount on line 11 of the
Schedule D Tax Worksheet . . . .

Figuring unrecaptured section 1250 gain
(line 11). If the child, parent, or any other child
has unrecaptured section 1250 gain, figure the
amount of unrecaptured section 1250 gain in-
cluded in the net capital gain on line 8 using the
following worksheet.

Worksheet 2 for Line 11 of the Schedule D
Tax Worksheet — Unrecaptured
Section 1250 Gain
(Line 9 Tax)

1. Enter the amount, if any, from line
19 of the child’s Schedule D . . . .

If line 1 is zero or blank, skip
lines 2 through 4, enter -0-
on line 5, and go to line 6.

2. Enter the amount, if any, from
the last line of the child’s
completed Line 5 Worksheet in
the instructions for Form 8615,
line8 . ........ ... ... ....

3. Enter the amount from line 2 of
the child’s completed Line 5
Worksheet

4. Divide line 2 by line 3. Enter
the result as a decimal

Multiply line 1 by line 4

If no other child has unrecaptured
section 1250 gain, enter -0-.
Otherwise, repeat lines 1 through
5 for each other child who has
unrecaptured section 1250 gain
and enter the total of the line 5
amounts for those children . . . . .

7. Enter the amount, if any, from line
19 of the parent’'s Schedule D.. . .

8. Add lines 5, 6, and 7. Also include
this amount on line 11 of the
Schedule D Tax Worksheet . . . .

Using Schedule J for line 9 tax. Use Sched-
ule J, Income Averaging for Farmers and Fisher-
men, to figure the line 9 tax on Form 8615 if
Schedule J is used to figure the tax on the
parent’s return. First complete the actual Sched-
ule J for the parent, then use another Schedule J
as a worksheet to figure the tax to enter on line 9
of Form 8615. (Do not attach this worksheet to
the child’s return.)

Complete this worksheet Schedule J as fol-
lows.

1. Online 1, enter the amount from line 8 of
Form 8615.

2. On line 2, enter the amount from the
parent’s Schedule J, line 2.

3. Complete line 3 following the Schedule J
instructions.

4. Complete line 4. If line 8 of Form 8615
includes any net capital gain, use the
Qualified Dividends and Capital Gain Tax
Worksheet to figure the tax amount on this
line. For details on how to use the work-
sheet, see the instructions for Form 8615,
line 9, but use the amount on line 3 of this
worksheet Schedule J (instead of the
amount on line 8 of Form 8615) in step (1)
of Using the Qualified Dividends and Capi-
tal Gain Tax Worksheet for line 9 tax. How-
ever, if the child, parent, or any other child
has 28% rate gain, or unrecaptured sec-
tion 1250 gain, use the Schedule D Tax
Worksheet. Follow the earlier instructions
under Using the Schedule D Tax Work-
sheet for line 9 tax, except use the amount
on line 3 of this worksheet Schedule J (in-
stead of the amount on line 8 of Form
8615) in step (1).

5. On lines 5 through 16, enter the amounts
from the parent’s Schedule J, lines 5
through 16.

6. Complete line 17 following the Schedule J
instructions.

7. On lines 18 through 21, enter the amounts
from the parent’'s Schedule J, lines 18
through 21.

8. Complete line 22 following the Schedule J
instructions.

Enter the amount from line 22 of this worksheet
Schedule J on Form 8615, line 9, and check the
box on that line.

Line 10 (Parent’s Tax)

Enter on line 10 the amount from the parent’s
Form 1040, line 43; Form 1040A, line 28 (minus
any alternative minimum tax); Form 1040EZ,
line 10; TeleFile Tax Record, line K (2); Form
1040NR, line 40; or Form 1040NR-EZ, line 15.
Do not include the tax, if any, from Form 4972 or
Form 8814.

Line 11 (Tentative Tax)

Subtract line 10 from line 9 and enter the result
on this line. This is the tentative tax.

If line 7 is blank, skip lines 12a and 12b and
enter the amount from line 11 on line 13. Also
skip the discussion for lines 12a and 12b that
follows.

Lines 12a and 12b (Dividing the
Tentative Tax)

If an amount is entered on line 7, divide the
tentative tax shown on line 11 among the chil-
dren according to each child’s share of the total
net investment income. This is done on lines
12a, 12b, and 13. Add the amount on line 7 to
the amount on line 5 and enter the total on line
12a. Divide the amount on line 5 by the amount
on line 12a and enter the result, as a decimal, on
line 12b.

Example. Inthe earlier example under Line
7 (Net Investment Income of Other Children),
Sharon’s Form 8615 shows $1,600 on line 7.
The amount entered on line 12a is $2,400, the
total of the amounts on lines 5 and 7 ($800 +
$1,600). The decimal on line 12bis .333, figured
as follows and rounded to three places.

$800

$2,400 ~ 333

Line 13 (Child’s Share of Tentative
Tax)

If an amount is entered on line 7, multiply line 11
by the decimal on line 12b and enter the result
on line 13. This is the child’s share of the tenta-
tive tax.

Step 3. Figuring the
Child’s Tax

The final step in figuring a child’s tax using Form
8615 is to determine the larger of:

1. The total of:

a. The child’s share of the tentative tax
based on the parent’s tax rate, plus

b. The tax on the child’s taxable income in
excess of net investment income, fig-
ured at the child’s tax rate, or

2. The tax on the child’s taxable income, fig-
ured at the child’s tax rate.

This is the child’s tax. It is figured on lines 14
through 18 of Form 8615.

Line 14 (Child’s Taxable Income in
Excess of Net Investment Income)

If lines 4 and 5 of Form 8615 are the same, the
child’s taxable income does not exceed the
child’s net investment income. Enter zero on
lines 14 and 15, and go to line 16. Also skip the
rest of this discussion and the discussion for line
15 that follows.

Iflines 4 and 5 are not the same, subtract line
5 from line 4 and enter the result on line 14.
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Then, before completing line 15, you must deter-
mine the amount of net capital gain and qualified
dividends, if any, included on line 14.

Net capital gain and qualified dividends on
line 14. |If the child does not have any net
capital gain or qualified dividends, the amount of
the net capital gain and qualified dividends in-
cluded on line 14 is zero.

If the child has net capital gain, the amount of
net capital gain included on line 14 is the amount
from line 2 of the child’s completed Line 5 Work-
sheet minus the amount from the last line of that
worksheet. (See the earlier discussion for line 8
of Form 8615.)

If the child has qualified dividends, the
amount of qualified dividends included on line
14 is the amount from line 1 of the child’s com-
pleted Line 5 Worksheet minus the amount from
the next to the last line of that worksheet. (See
the earlier discussion for line 8 of Form 8615.)

Line 15 (Tax on Child’s Taxable
Income in Excess of Net
Investment Income)

Figure the tax on the amount on line 14 using the
Tax Table, the Tax Computation Worksheet, the
Qualified Dividends and Capital Gain Tax Work-
sheet, the Schedule D Tax Worksheet, or
Schedule J (Form 1040), as follows.

¢ |f line 14 does not include any net capital
gain or qualified dividends, use the Tax
Table or Tax Computation Worksheet (or
Schedule J, if applicable) to figure this tax.

¢ |f line 14 does include any net capital gain
or qualified dividends, use the Qualified
Dividends and Capital Gain Tax Work-
sheet to figure this tax. For details, see the
instructions for Form 8615, line 15. How-
ever, if the child has 28% rate gain or
unrecaptured section 1250 gain, use the
Schedule D Tax Worksheet. (But use
Schedule J instead, if it applies.)

Using the Schedule D Tax Worksheet for line
15tax. Use the Schedule D Tax Worksheet in
the Schedule D instructions to figure the line 15
tax on Form 8615 if the child has unrecaptured
section 1250 gain or 28% rate gain. Do not
attach this Schedule D Tax Worksheet to the
child’s return.

Complete this Schedule D Tax Worksheet as
follows.

1. Online 1, enter the amount from line 14 of
Form 8615.

2. On line 2, enter the qualified dividends in-
cluded on line 14 of Form 8615. (See the
earlier discussion for line 14.)

3. Leave lines 3 through 5 blank.
4. Enter the amount from line 2 on line 6.

5. On line 7, enter the net capital gain in-
cluded on line 14 of Form 8615. (See the
earlier discussion for line 14.)

6. Skip line 8.

7. Enter the amount from line 7 on line 9.

8. Complete line 10, following the worksheet
instructions.
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9. On line 11, enter zero if the child has no
28% rate gain (line 18 of Schedule D) or
unrecaptured section 1250 gain (line 19 of
Schedule D). Otherwise, see Worksheet 1
for Line 11 of the Schedule D Tax Work-
sheet — 28% Rate Gain (Line 9 Tax) and
Worksheet 2 for Line 11 of the Schedule D
Tax Worksheet — Unrecaptured Section
1250 Gain (Line 9 Tax) under Using the
Schedule D Tax Worksheet for line 9 tax,
earlier. For each worksheet you complete,
subtract line 5 of that worksheet from line 1
of that worksheet, and include the result on
line 11 of this worksheet.

10. Complete lines 12 through 14, following
the worksheet instructions.

11. Complete lines 15 through 37, following
the worksheet instructions. Use the child’s
filing status to complete lines 15, 34, and
36.

Enter the amount from line 37 of this Schedule D
Tax Worksheet on line 15 of Form 8615 and
check the box on that line.

Using Schedule J for line 15 tax. If Schedule
J applies, use it as a worksheet to figure the tax
to enter on line 15 of Form 8615. On line 1 of this
worksheet, enter the amount from line 14 of
Form 8615. Complete lines 2 through 22 follow-
ing the Schedule J instructions. Use the child’s
filing status to complete lines 4, 8, 12, and 16.

Enter the amount from line 22 of this work-
sheet Schedule J on line 15 of Form 8615 and
check the box on that line. Do not attach this
worksheet to the child’s return.

Line 16 Combined Tax

Add lines 13 and 15 and enter the total on line
16. This is the child’s tax figured at the parent’s
rate on net investment income and the child’'s
rate on other income.

Line 17 (Tax at Child’s Rate)

Figure the tax on line 4 (the child’s taxable in-
come). Use the Tax Table, the Tax Computation
Worksheet, the Qualified Dividends and Capital
Gain Tax Worksheet, the Schedule D Tax Work-
sheet, or the child’s actual Schedule J, which-
ever applies. Enter the tax amount on line 17. If it
is from the Qualified Dividends and Capital Gain
Tax Worksheet, the Schedule D Tax Worksheet,
or Schedule J, check the box on that line.

Line 18 (Tax)

Enter on line 18 the larger of line 16 or line 17.
Also enter this amount on the child’s Form 1040,
line 43; Form 1040A, line 28; or Form 1040NR,
line 40. This is the child’s tax.

Alternative Minimum Tax

A child may be subject to alternative minimum
tax (AMT) if he or she has certain items given
preferential treatment under the tax law. These
items include accelerated depreciation and cer-
tain tax-exempt interest income. The AMT may
also apply if the child has passive activity losses
or certain distributions from estates or trusts.

For more information on who is liable for
AMT and how to figure it, get Form 6251.

Limit on exemption amount. Ordinarily, sin-
gle people can subtract a $40,250 exemption
amount from their AMT taxable income. How-
ever, a child who files Form 8615 has a limited
exemption amount. The child’s exemption
amount for 2004 is limited to the child’s earned
income plus $5,750. Figure the child’s allowable
exemption amount on the worksheet in the in-
structions for line 29 of Form 6251.

lllustrated Example

This example shows how to fill out Forms 8615
and 1040A for Sara Brown. It also shows how to
use the Qualified Dividends and Capital Gain
Tax Worksheet in the Form 1040A instructions
to figure Sara’s tax.

John and Laura Brown have one child, Sara.
She is 13 and has $1,050 taxable interest,
$1,050 qualified dividend income, $700 capital
gain distributions, and $1,550 earned income.
She does not itemize deductions. John and
Laura file a joint return with John’s name and
social security number listed first. They claim
three exemptions, including an exemption for
Sara, on their return.

Because she is under age 14 and has more
than $1,600 investment income, part of her in-
come may be subject to tax at her parents’ rate.
A completed Form 8615 must be attached to her
return.

Sara’s father, John, fills out Sara’s return. He
completes her Form 1040A through line 27, then
begins completing her Form 8615.

John enters his name and social security
number on Sara’s Form 8615 because his name
and number are listed first on the joint return he
and Laura are filing. He checks the box for
married filing jointly.

He enters Sara’s investment income,
$2,800, on line 1. Sara does not itemize deduc-
tions, so John enters $1,600 on line 2. He enters
$1,200 ($2,800 — $1,600) on line 3.

Sara’s taxable income, as shown on line 27
of her Form 1040A, is $2,550. This is her total
income ($4,350) minus her standard deduction
($1,800). Her standard deduction is limited to
the amount of her earned income plus $250.
John enters $2,550 on line 4.

John compares lines 3 and 4 and enters the
smaller amount, $1,200, on line 5.

John enters $48,000 on line 6. This is the
taxable income from line 42 of John and Laura’s
joint Form 1040 return. Sara is an only child, so
line 7 is blank. He adds line 5 ($1,200), line 6
($48,000), and line 7 (blank) and enters $49,200
on line 8.

Because Sara’s capital gain distributions
and qualified dividends are included on line 5,
John uses Line 5 Worksheet #1 (in the instruc-
tions for Form 8615) to figure out that $300 net
capital gain and $450 qualified dividends are
included on line 5. He completes that worksheet
as follows.

Line 5 Worksheet #1

1. Enter the child’'s qualified
dividends

2. Enter the child’s net capital gain



3. Enter the amount from the child’s
Form 8615, linel ...........

4. Divide line 1 by line 3. Enter the
result as a decimal (rounded to at
least 3 places). Do not enter more
than 1.000

5. Divide line 2 by line 3. Enter the
result as a decimal (rounded to at
least 3 places). Do not enter more
than 1.000

6. Multiply $1,600 by line 4
Multiply $1,600 by line 5

8. Qualified dividends on Form
8615, line 5. Subtract line 6 from
line 1 (but do not enter less than
zero or more than the amount on
Form 8615, line 5)

9. Net capital gain on Form 8615,
line 5. Subtract line 7 from line 2
(but do not enter less than zero or
more than the excess of Form
8615, line 5, over line 8 of this
worksheet)

2,800

.375

.250
600
400

450

300

Therefore, line 8 of Sara’s Form 8615 also
includes net capital gain of $300 and qualified

dividends of $450. John uses the Qualified Divi-
dends and Capital Gain Tax Worksheet (in the
Form 1040A instructions) and follows the in-
structions under Using the Qualified Dividends
and Capital Gain Tax Worksheet for line 9 tax in
the Form 8615 instructions to figure the tax to
enter on line 9 of Sara’s Form 8615.

John enters $450 on line 2 of the Qualified
Dividends and Capital Gain Tax Worksheet, and
$300 on line 3 of that worksheet. That completed
worksheet is shown later as Filled-in Qualified
Dividends and Capital Gain Tax Worksheet #1.
John enters the tax of $6,594 on line 9 of Sara’s
Form 8615.

He enters the tax from his and Laura’s Form
1040 ($6,489) on line 10 of Sara's Form 8615,
subtracts that amount from the $6,594 on line 9,
and enters the $105 remainder on line 11. Be-
cause line 7 is blank, John skips lines 12a and
12b and enters $105 on line 13.

John subtracts line 5 ($1,200) from line 4
($2,550) and enters the result, $1,350 on line 14.
Using the instructions for line 14 earlier, John
subtracts the net capital gain included on line 5
($300) from Sara’s net capital gain ($700) to
figure the $400 net capital gain included on line

14. He also subtracts the qualified dividends
included on line 5 ($450) from Sara’s qualified
dividends ($1,050) to figure the $600 qualified
dividends included on line 14. He uses another
Quialified Dividends and Capital Gain Tax Work-
sheet and follows the instructions under Using
the Qualified Dividends and Capital Gain Tax
Worksheet for line 15 tax, in the Form 8615
instructions, to figure the $86 tax to enter on
Form 8615, line 15. He completes that work-
sheet as shown on Filled-in Qualified Dividends
and Capital Gain Tax Worksheet #2.

John adds lines 13 and 15 of Form 8615 and
enters the sum, $191, on line 16. Then he uses
another Qualified Dividends and Capital Gain
Tax Worksheet to figure the $169 tax on Sara’s
$2,550 taxable income to enter on Form 8615,
line 17. He completes that worksheet as shown
on Filled-in Qualified Dividends and Capital
Gain Tax Worksheet #3.

Finally, John compares lines 16 and 17 and
enters the larger amount, $191, on line 18 of
Sara’s Form 8615. He also enters that amount
on line 28 of Sara’s Form 1040A.

John also completes Schedule 1, Form
1040A (not shown) for Sara.
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Form Department of the Treasury—Internal Revenue Service
1 040A U.S. Individual Income Tax Return (99) 2004 IRS Use Only—Do not write or staple in this space.
Label 4 Your first name and initial Last name . ON:B No. :1545—0055
(See page 18_) L s our soma' secml'lty number
A Sara L Brown P 111 1000 1111
E If a joint return, spouse’s first name and initial Last name Spouse’s social security number
Use the L : :
IRS label. H Home address (number and street). If you have a P.O. box, see page 18. Apt. no.
omenvise, | & 1040A MAIN STREET A Important! A
or type. E City, town or post office, state, and ZIP code. If you have a foreign address, see page 18. You must enter your
\_ HOMETOWN AZ 85240 ) SSN(s) above.
Presidential
Election Campaign } Note. Checking “Yes” will not change your tax or reduce your refund. You Spouse
(See page 18.) Do you, or your spouse if filing a joint return, want $3 to go to this fund?. . . .P»> |Z|Yes DNo DYes I:'NO
Filing 1[Y] Single 4[] Head of household (with qualifying person). (See page 19.)
status 2 [[] Married filing jointly (even if only one had income) If the qulallfyllng, person is a child but not your dependent,
Check only 3 [ Married filing separately. Enter spouse’s SSN above and enter this child's name here. »
one box. full name here. » 5[] Qualifying widow(er) with dependent child (see page 19)
Exemptions 6a L] Yourself. If someone can claim you as a dependent, do not check Er?;(gfe don
box 6a. 6a and 6b
b D Spouse \/ No.sof cnildren
¢ Dependents: s (4) Vif qualifying ~ on 6¢ who:
P (2) Dependent’s social (?élaDt?gr?;rﬁentLS child for child ® lived with
) security number P tax credit (see you JE—
(1) First name Last name you 21
If more than six pa i ) e did not live
dependents, L | with you due
see page 20. ] to divorce or
L separation
] (see page 21)
D De%endetnts
D g:tel?erc‘loabove R
Ll
Add numbers
) . on lines
d Total number of exemptions claimed. above P 0
Income o
Attach 7 Wages, salaries, tips, etc. Attach Form(s) W-2. 7 1,550
Form(s) W-2 . . .
here. Also 8a Taxable interest. Attach Schedule 1 if required. 8a 1,050
attach b Tax-exempt interest. Do not include on line 8a. 8b |
Form(s) 9a Ordinary dividends. Attach Schedule 1 if required. 9a 1,050
1099-Btg Jaé b Qualified dividends (see page 23). 9b 1,050 |
was withheld. 10 Capital gain distributions (see page 23). 10 700
If you did not 11a IRA 11b Taxable amount
e a2 see distributions. 11a (see page 23). 11b
12a Pensions and 12b Taxable amount
Encl , but d iti
not attach &y annuities. 12a (see page 24). 12b
payment.
13 Unemployment compensation and Alaska Permanent Fund dividends. 13
14a Social security 14b Taxable amount
benefits. 14a (see page 26). 14b
15 Add lines 7 through 14b (far right column). This is your total income. » 15 4,550
Adjusted 16 Educator expenses (see page 26). 16
gross 17 IRA deduction (see page 26). 17
income 18 Student loan interest deduction (see page 29). 18
19 Tuition and fees deduction (see page 29). 19
20 Add lines 16 through 19. These are your total adjustments. 20
21 Subtract line 20 from line 15. This is your adjusted gross income. » 21 4,550
For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see page 57. Cat. No. 11327A Form 1040A (2004)
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Form 1040A (2004)

Page 2

Tax, 22 Enter the amount from line 21 (adjusted gross income). 22 4,250 |
creddlts’ 23a Check | [ ] You were born before January 2, 1940, [ ] Blind } Total boxes
an if: [] Spouse was born before January 2, 1940, [ | Blind | checked » 23a
payments b If you are married filing separately and your spouse itemizes
gt;;‘:;'i’gn deductions, see page 30 and check here » 23b [
for— 24  Enter your standard deduction (see left margin). 24 1,600
e People who | 25 Subtract line 24 from line 22. If line 24 is more than line 22, enter -0-. 25 2,550
Shecked.r” |26 If line 22 is $107,025 or less, multiply $3,100 by the total number of
23a or 23b or exemptions claimed on line 6d. If line 22 is over $107,025, see the
V\1h9 czn be worksheet on page 32. 26
Ssg’Zﬁdeiia 27 Subtract line 26 from line 25. If line 26 is more than line 25, enter -0-.
see page 31. This is your taxable income. » 27 2,550
e Allothers: | 28  Tax, including any alternative minimum tax (see page 31). 28 191
angl.edoglr 29 Credit for child and dependent care expenses.
arrie Hing
separately, Attach Schedule 2. 29
$4,850 30 Credit for the elderly or the disabled. Attach
Married filing Schedule 3. 30
iiymg | 31__Education credits. Attach Form 8863. 31
widow(er), 32 Retirement savings contributions credit. Attach
$9,700 Form 8880. 32
E::geﬁ; 4 |33 Child tax credit (see page 36). 33
$7,150 34 Adoption credit. Attach Form 8839. 34
35 Add lines 29 through 34. These are your total credits. 35
36 Subtract line 35 from line 28. If line 35 is more than line 28, enter -0-. 36 191
37 Advance earned income credit payments from Form(s) W-2. 37
38 Add lines 36 and 37. This is your total tax. > 38 191
39  Federal income tax withheld from Forms W-2 and 1099. 39 155
40 2004 estimated tax payments and amount
If you have applied from 2003 return. 40 100
a qualifying . .
child, attach . 41a2_Earned income credit (EIC). 41a
Schedule b Nontaxable combat pay election. 41b |
EIC. 42 Additional child tax credit. Attach Form 8812. 42
43 Add lines 39, 40, 41a, and 42. These are your total payments. » 43 255
Refund 44 If line 43 is more than line 38, subtract line 38 from line 43.
This is the amount you overpaid. 44 64
Direct 45a Amount of line 44 you want refunded to you. » 45a 64
deposit? » b Routing
See page 50 Hobd lol9lolo] o] o] o] o[ o] » ¢ Type: [1 checking [7] Savings
45b, 45¢
’ J p» d Account
and 45d. numper L112]3lalsle[lelo] [ | [ [ [ ] ]
46 Amount of line 44 you want applied to your
2005 estimated tax. 46
Amount 47 Amount you owe. Subtract line 43 from line 38. For details on how
you owe to pay, see page 51. » 47
48 Estimated tax penalty (see page 51). 48 |
. Do you want to allow another person to discuss this return with the IRS (see page 52)? |Z|Yes. Complete the following. |:|No
Third party
H Designee’s Phone Personal identification
designee name  » John Brown no. B> (800) 829-1040  number (PIN) SERENEE
slgn Under penalties of perjury, | declare that | have examined this return and accompanying schedules and statements, and to the best of my
knowledge and belief, they are true, correct, and accurately list all amounts and sources of income | received during the tax year. Declaration
here of preparer (other than the taxpayer) is based on all information of which the preparer has any knowledge.
Joint return? Your signature Date Your occupation Daytime phone number
See page 18. Sara L. Brown 2-15-05 Student (800) 829-1040
Iff)?«eypoﬁrcopy Spouse’s signature. If a joint return, both must sign. Date Spouse’s occupation
records.
. ) Date Preparer’s SSN or PTIN
P_reparers Check if
Pald , signature } sel?—(;mlployed D
preparers Firn's name o o } EIN :
USe Only e e ey Phonsno. ()

Form 1040A (2004)
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Form

Department of the Treasury

8615 Tax for Children Under Age 14
With Investment Income of More Than $1,600

» Attach only to the child’s Form 1040, Form 1040A, or Form 1040NR.

Internal Revenue Service (99 » See separate instructions.

OMB No. 1545-0998

2004

Attachment
Sequence No. 33

Child’s name shown on return

Sara L. Brown

Child’s social security number

111 100! 1111

Before you begin:

If the child, the parent, or any of the parent’s other children under age 14 must use the Schedule D Tax

Worksheet or has income from farming or fishing, see Pub. 929, Tax Rules for Children and Dependents. It

explains how to figure the child’s tax using the Schedule D Tax Worksheet or

Schedule J (Form 1040).

A

Parent’s name (first, initial, and last). Caution: See instructions before completing.

John J. Brown

B Parent’s social security number

000 (00 0001

Cc

Parent’s filing status (check one):

[] Single [Y] Married filing jointly ~ [] Married filing separately [ ] Head of household [] Qualifying widow(er)
m Child’s Net Investment Income
1 Enter the child’s investment income (see instructions) . 1 2,600
2 Ifthe child did not itemize deductions on Schedule A (Form 1040 or Form 1040NR) enter $1 600
Otherwise, see instructions e e e e e e e 2 1,600
3 Subtract line 2 from line 1. If zero or less, stop; do not complete the rest of this form but do
attach it to the child’s return . 3 1200
4  Enter the child’s taxable income from Form 1040 I|ne 42 Form 1040A I|ne 27 or Form 1040NR
line 39 4 2,980
5 Enter the smaller of Ilne 3 or I|ne 4 If zero, stop, do not complete the rest of thls form but do
attach it to the child’s return . 5 1,200
Tentative Tax Based on the Tax Rate of the Parent
6 Enter the parent’s taxable income from Form 1040, line 42; Form 1040A, line 27; Form 1040EZ,
line 6; TeleFile Tax Record, line K(1); Form 1040NR, line 39; or Form 1040NR-EZ, line 14. If zero
or less, enter -0- . 6 46,000
7 Enter the total, if any, from Forms 8615 ||ne 5, of aII other chlldren of the parent named
above. Do not include the amount from line 5 above 7
8 Add lines 5, 6, and 7 (see instructions). . 8 49,200
9 Enter the tax on the amount on line 8 based on the parent s f|||ng status above (see |nstruct|ons)
If the Qualified Dividends and Capital Gain Tax Worksheet, Schedule D Tax Worksheet, or
Schedule J (Form 1040) is used to figure the tax, check here . . . . . . . . » [ |9 6,594
10 Enter the parent’s tax from Form 1040, line 43; Form 1040A, line 28, minus any alternative minimum
tax; Form 1040EZ, line 10; TeleFile Tax Record, line K(2); Form 1040NR, line 40; or Form 1040NR-EZ,
line 15. Do not include any tax from Form 4972 or 8814. If the Qualified Dividends and Capital Gain
Tax Worksheet, Schedule D Tax Worksheet, or Schedule J (Form 1040) was used to figure the tax,
checkhere . . . . . . . . . . . . . . . . .. ... .. ..» O l10 6,489
11 Subtract line 10 from line 9 and enter the result. If line 7 is blank, also enter this amount on line
13 and go to Part Il 11 105
12a Addlnes5and7 . . . . . . . . . . . . . .. .. |12 |
b Divide line 5 by line 12a. Enter the result as a decimal (rounded to at least three places) 12b X
13  Multiply line 11 by line 12b 13 105
ETad||l Child’s Tax—If lines 4 and 5 above are the same, enter 0 on I|ne 15 and go to line 16.
14 Subtract line 5 from line 4. . . . Lo L 14 1,550
15 Enter the tax on the amount on line 14 based on the child’s filing status (see instructions). If the
Qualified Dividends and Capital Gain Tax Worksheet, Schedule D Tax Worksheet, or
Schedule J (Form 1040) is used to figure the tax, check here . . . . . . . . » IZT 15 86
16  Add lines 13 and 15 16 191
17 Enter the tax on the amount on line 4 based on the child’s filing status (see instructions). If the
Qualified Dividends and Capital Gain Tax Worksheet, Schedule D Tax Worksheet, or
Schedule J (Form 1040) is used to figure the tax, check here . . . e M |7 169
18 Enter the larger of line 16 or line 17 here and on the child’s Form 1040 line 43; Form 1040A,
line 28; or Form 1040NR, line 40 e e .. 18 191
For Paperwork Reduction Act Notice, see the instructions. Cat. No. 64113U Form 8615 (2004)
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Filled-in Qualified Dividends and Capital Gain Tax Worksheet #1 Keep for Your Records

Before you begin: / Besure you do not have to file Form 1040 (see the instructions for Form 1040A, line 10)

—49 200*

49,200*

* See the instructions under Using the Qualified Dividends and Capital Gain Tax Worksheet for line 9 tax in the Form 8615 instructions.
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Filled-in Qualified Dividends and Capital Gain Tax Worksheet #2 Keep for Your Records

Before you begin: / Besure you do not have to file Form 1040 (see the instructions for Form 1040A, line 10)

* See the instructions under Using the Qualified Dividends and Capital Gain Tax Worksheet for line 15 tax in the Form 8615 instructions.
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Filled-in Qualified Dividends and Capital Gain Tax Worksheet #3 Keep for Your Records

Before you begin: / Besure you do not have to file Form 1040 (see the instructions for Form 1040A, line 10)
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Glossary

The definitions in this glossary
are the meanings of the terms as
used in this publication. The same
term used in another publication
may have a slightly different mean-
ing.

Adjusted gross income. Gross
income (defined later) minus ad-
justments to income (defined next).

Adjustments to income. De-
ductions that are subtracted from
gross income in figuring adjusted
gross income. They include deduc-
tions for moving expenses, alimony
paid, a penalty on early withdrawal
of savings, and contributions to an
individual retirement arrangement
(IRA). Adjustments to income can
be taken even if itemized deduc-
tions (defined later) are not
claimed.

Alternative minimum tax. A tax
designed to collect at least a mini-
mum amount of tax from taxpayers
who benefit from the tax laws that
give special treatment to certain
kinds of income and allow deduc-
tions and credits for certain kinds of
expenses.

Capital gain distribution. An al-
located amount paid to, or treated
as paid to, a shareholder by a mu-
tual fund, regulated investment
company, or real estate investment
trust from its net realized long-term
capital gains. This amount is in ad-
dition to any ordinary dividend paid
to the shareholder. You will receive
a statement from the payer if this
applies to you.

Dependent. A person, other than
the taxpayer or the taxpayer's
spouse, for whom an exemption
(defined later) can be claimed. You
can generally claim an exemption
for a dependent if the dependent:

1. Lives with or is related to you,

2. Is a U.S. citizen, a U.S. resi-
dent, or a resident of Canada
or Mexico,

3. Does not file a joint return,

4. Does not have $3,100 or
more of gross (total) income
(does not apply to your child if
under age 19 or a student
under age 24), and

5. Is supported (generally more
than 50%) by you.

For more information, see Exemp-
tions for Dependents in Publication
501.

Earned income. Salaries,
wages, tips, professional fees, and
other amounts received as pay for
work actually done.

For purposes of determining a
dependent’s standard deduction,
earned income also includes any
part of a scholarship or fellowship
grant that the dependent must in-
clude in his or her gross income.

Exemption. An amount ($3,100
for 2004) that can be subtracted
from income in figuring how much
income will be taxed. Exemptions
generally are allowed for the tax-
payer, the taxpayer’'s spouse, and
qualifying dependents.

Gross income. All income from
all sources (other than tax-exempt
income) that must be included on
your tax return.

Investment income. See
Unearned income, later, and In-
vestment income defined, earlier,
under Step 1. Figuring the Child’'s
Net Investment Income (Form
8615, Part I).

How To Get Tax Help

Itemized deductions. Deduc-
tions allowed on Schedule A (Form
1040) for medical and dental ex-
penses, taxes, interest, charitable
contributions, casualty and theft
losses, and miscellaneous deduc-
tions. They are subtracted from ad-
justed gross income in figuring
taxable income. Itemized deduc-
tions cannot be claimed if the stan-
dard deduction is chosen.

Net capital gain. The excess of
net long-term capital gain over any
net short-term capital loss. For
2004, this is the smaller of the gain
on line 15 or the gain on line 16 of
Schedule D (Form 1040), Capital
Gains and Losses. If Schedule D is
not required, net capital gain is the
amount of capital gain distributions
on Form 1040, line 13, or Form
1040A, line 10.

Net investment income. The to-
tal of all investment income (other
than tax-exempt income) reduced
by the sum of the following: adjust-
ments to income related to the in-
vestment income, plus the larger
of:

1. $800 plus itemized deductions
directly connected with pro-
ducing the investment in-
come, or

2. $1,600.

Qualified dividends. Dividends
eligible for the lower tax rates that
apply to a net capital gain. They are
reported to you in box 1b of Form
1099-DIV. On your tax return, you
report them on line 9b of Form
1040 or Form 1040A. For more in-
formation, see Publication 550.

Standard deduction. Anamount
(based on filing status, age, and
blindness) that can be subtracted

from adjusted gross income in fig-
uring taxable income. The standard
deduction of a dependent is subject
to a limit based on earned income.
The standard deduction is not used
if itemized deductions are claimed.

Tax year. The time period cov-
ered by a tax return. Usually this is
January 1 to December 31, a cal-
endar year, but taxpayers can elect
a fiscal tax year with different be-
ginning and ending dates.

Taxable income. Gross income
minus any adjustments to income,
any allowable exemptions, and ei-
ther itemized deductions or the
standard deduction.

Unearned income. Income other
than earned income. This is
investment-type income and in-
cludes interest, dividends, and cap-
ital gains. Distributions of interest,
dividends, capital gains, and other
unearned income from a trust are
also unearned income to a benefi-
ciary of the trust.

Unrecaptured section 1250 gain.
Generally, any part of your net cap-
ital gain from selling section 1250
property (real property) that is due
to depreciation. For details, see
Publication 550.

28% rate gain. Gain from the
sale of collectibles and half of the
gain from the sale of qualified small
business stock held more than 5
years. For details, see the instruc-
tions for Schedule D (Form 1040).

You can get help with unresolved
tax issues, order free publications
and forms, ask tax questions, and
get more information from the IRS
in several ways. By selecting the
method that is best for you, you will
have quick and easy access to tax
help.

Contacting your Taxpayer
Advocate. If you have attempted
to deal with an IRS problem unsuc-
cessfully, you should contact your
Taxpayer Advocate.
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The Taxpayer Advocate inde-
pendently represents your inter-
ests and concerns within the IRS
by protecting your rights and
resolving problems that have not
been fixed through normal chan-
nels. While Taxpayer Advocates
cannot change the tax law or make
a technical tax decision, they can
clear up problems that resulted
from previous contacts and ensure
that your case is given a complete
and impartial review.

To contact your Taxpayer Ad-
vocate:

¢ Call the Taxpayer Advocate
toll free at
1-877-777-4778.

* Call, write, or fax the Tax-
payer Advocate office in your
area.

¢ Call 1-800-829-4059 if you
are a
TTY/TDD user.

* Visit www.irs.gov/advocate.

For more information, see Publi-
cation 1546, The Taxpayer Advo-
cate Service of the IRS—How To
Get Help With Unresolved Tax
Problems.

Free tax services. To find out
what services are available, get
Publication 910, IRS Guide to Free
Tax Services. It contains a list of
free tax publications and an index
of tax topics. It also describes other
free tax information services, in-
cluding tax education and assis-



tance programs and a list of

TeleTax topics.
the IRS website 24 hours

@ a day, 7 days a week, at

WWW.irs.gov to:

Internet. You can access

¢ E-file your return. Find out
about commercial tax prepa-
ration and e-file services
available free to eligible tax-
payers.

* Check the status of your 2004
refund. Click on Where’s My
Refund. Be sure to wait at
least 6 weeks from the date
you filed your return (3 weeks
if you filed electronically).
Have your 2004 tax return
available because you will
need to know your filing sta-
tus and the exact whole dollar
amount of your refund.

* Download forms, instructions,
and publications.

* Order IRS products online.

* Research your tax questions
online.

* Search publications online by
topic or keyword.

¢ View Internal Revenue Bulle-
tins (IRBs) published in the
last few years.

¢ Figure your withholding al-
lowances using our Form W-4
calculator.

* Sign up to receive local and
national tax news by email.

* Get information on starting
and operating a small busi-

ness.
P
100 of the most requested
forms and instructions 24

hours a day, 7 days a week, by fax.
Just call 703-368-9694 from the
telephone connected to your fax
machine. When you call, you will
hear instructions on how to use the
service. The items you request will
be faxed to you.

For help with transmission
problems, call 703-487-4608.

Long-distance charges may ap-
ply.

O

* Ordering forms, instructions,
and publications. Call
1-800-829-3676 to order
current-year forms, instruc-

Fax. You can get over

Phone. Many services
are available by phone.

tions, and publications and
prior-year forms and instruc-
tions. You should receive
your order within 10 days.

¢ Asking tax questions. Call the
IRS with your tax questions at
1-800-829-1040.

* Solving problems. You can
get face-to-face help solving
tax problems every business
day in IRS Taxpayer Assis-
tance Centers. An employee
can explain IRS letters, re-
quest adjustments to your ac-
count, or help you set up a
payment plan. Call your local
Taxpayer Assistance Center
for an appointment. To find
the number, go to
www.irs.gov/localcontacts or
look in the phone book under
United States Government,
Internal Revenue Service.

e TTY/TDD equipment. If you
have access to TTY/TDD
equipment, call
1-800-829-4059 to ask tax
questions or to order forms
and publications.

* TeleTax topics. Call
1-800-829-4477 and press 2
to listen to pre-recorded
messages covering various
tax topics.

¢ Refund information. If you
would like to check the status
of your 2004 refund, call
1-800-829-4477 and press 1
for automated refund informa-
tion or call 1-800-829-1954.
Be sure to wait at least 6
weeks from the date you filed
your return (3 weeks if you
filed electronically). Have
your 2004 tax return available
because you will need to
know your filing status and
the exact whole dollar amount
of your refund.

Evaluating the quality of our
telephone services. To ensure
that IRS representatives give accu-
rate, courteous, and professional
answers, we use several methods
to evaluate the quality of our tele-
phone services. One method is for
a second IRS representative to
sometimes listen in on or record
telephone calls. Another is to ask
some callers to complete a short
survey at the end of the call.

Q] Walk-in. Many products
and services are available
on a walk-in basis.

* Products. You can walk in to
many post offices, libraries,
and IRS offices to pick up
certain forms, instructions,
and publications. Some IRS
offices, libraries, grocery
stores, copy centers, city and
county government offices,
credit unions, and office sup-
ply stores have a collection of
products available to print
from a CD-ROM or photocopy
from reproducible proofs.
Also, some IRS offices and li-
braries have the Internal Rev-
enue Code, regulations,
Internal Revenue Bulletins,
and Cumulative Bulletins
available for research pur-
poses.

¢ Services. You can walk in to
your local Taxpayer Assis-
tance Center every business
day to ask tax questions or
get help with a tax problem.
An employee can explain IRS
letters, request adjustments
to your account, or help you
set up a payment plan. You
can set up an appointment by
calling your local Center and,
at the prompt, leaving a mes-
sage requesting Everyday
Tax Solutions help. A repre-
sentative will call you back
within 2 business days to
schedule an in-person ap-
pointment at your conve-
nience. To find the number,
go to www.irs.gov/localcon-
tacts or look in the phone
book under United States
Government, Internal Reve-

nue Service.
@ order for forms, instruc-

tions, and publications to
the Distribution Center nearest to
you and receive a response within
10 business days after your re-
quest is received. Use the address
that applies to your part of the
country.

Mail. You can send your

* Western part of U.S.:
Western Area Distribution
Center
Rancho Cordova, CA
95743-0001

* Central part of U.S.:
Central Area Distribution
Center

P.O. Box 8903
Bloomington, IL 61702-8903

¢ Eastern part of U.S. and for-
eign addresses:
Eastern Area Distribution
Center
P.O. Box 85074
Richmond, VA 23261-5074
. CD-ROM for tax prod-
. ucts. You can order Pub-
lication 1796, IRS Federal

Tax Products CD-ROM, and ob-
tain:

* Current-year forms, instruc-
tions, and publications.

* Prior-year forms and instruc-
tions.

¢ Frequently requested tax
forms that may be filled in
electronically, printed out for
submission, or saved for re-
cordkeeping.

¢ Internal Revenue Bulletins.

Buy the CD-ROM from National
Technical Information Service
(NTIS) at www.irs.gov/cdorders for
$22 (no handling fee) or call
1-877-233-6767 toll free to buy the
CD-ROM for $22 (plus a $5 han-
dling fee). The first release is avail-
able in early January and the final
release is available in late Febru-

ary.
nesses. Publication

3207, The Small Busi-

ness Resource Guide, CD-ROM
2004, is a must for every small
business owner or any taxpayer
about to start a business. This
handy, interactive CD contains all
the business tax forms, instruc-
tions, and publications needed to
successfully manage a business.
In addition, the CD provides other
helpful information, such as how to
prepare a business plan, finding fi-
nancing for your business, and
much more. The design of the CD
makes finding information easy
and quick and incorporates file for-
mats and browsers that can be run
on virtually any desktop or laptop
computer.

It is available in early April. You
can get a free copy by calling
1-800-829-3676 or by visiting
www.irs.gov/smallbiz.

CD-ROM for small busi-
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